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CHAPTER  I. 

TAXATION  IN  BRITISH  COLUMBIA 

I.— PROVINCIAL  TAXATION 

Any  study  of  the  Provincial  and  Municipal  Tax  System  at  pre- 
sent in  operation  in  Western  Canada  must  inevitably  take  account 
of  the  terms  of  the  British  North  America  Act  of  1867,  for  by  that 
enactment  the  extent  of  the  field  available  for  exploitation  is  de- 
finitely determined,  only  its  intensive  development  being  left  to 
the  discretion  of  the  Provincial  Legislatures  and  their  delegates  the 
Municipal  Councils. 

Now,  since  the  Act  of  1867  reserved  for  the  Dominion  Parlia- 
ment the  exclusive  right  of  levying  and  collecting  customs  and  ex- 
cise duties,  it  was  necessary  to  make  provision  otherwise  for  the 
financial  needs  of  the  Provincial  Governments.  This  was  done  in 
two  ways.  Firstly,  there  is  the  Dominion  Subsidy  consisting  of 
(a)  the  debt  allowance,  i.e.  the  agreement  to  relieve  the  Province 
of  a  certain  amount  of  debt  or  pay  interest  to  it  on  a  certain  assum- 
ed indebtedness ;  (b)  the  grant  of  eighty  cents  per  head  on  popu- 
lation; (c)  a  specific  allowance  for  Government  and  Legislature; 
and,  in  the  case  of  the  three  Prairie  Provinces,  (d)  an  allowance 
in  lieu  of  public  lands.  Secondly,  by  Art.  92  of  the  British  North 
America  Act,  the  Provincial  Legislatures  are  given  exclusive 
authority  in  respect  of  certain  branches  of  taxation. 

(a) — Direct  Taxation  within  the  Province  in  order  to  the  rais- 
ing of  a  revenue  for  Provincial  purposes. 

(b) — Shop,  Saloon,  Tavern,  Auctioneer,  and  other  Licenses,  in 
order  to  the  raising  of  a  revenue  for  Provincial,  Local,  or 
Municipal  purposes. 

It  is  to  be  noted  that  this  does  not  prohibit  the  Dominion 
Parliament  from  levying  direct  taxes  or  licenses  for  Dominion 
purposes,  since  by  Art.  91  it  is  given  the  right  of  raising  money 
"by  any  mode  or  system  of  taxation." 

But  while  the  Provinces  were  granted  the  right  of  direct  tax- 
ation, it  appears  to  have  been  the  prevailing  opinion  at  the  time 
that  the  various  subsidies  above  enumerated,  supplemented  by  the 
revenue  from  public  domain  where  the  Provinces  possessed  it,  would 
almost  suffice  to  meet  their  financial  requirements.  The  actual  exper- 
ience however  was  far  otherwise.    For,  under  the  Act  of  Conf edera- 
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tion,  the  Provinces  had  been  assigned  certain  important  functions  of 
government,  the  costliness  of  which  tends  to  increase  rapidly  with 
the  growth  of  the  community  and  with  the  progress  of  science 
and  its  applications  in  the  service  of  man.  These  functions  in- 
cluded not  only  the  administration  of  justice,  and  the  establishment 
and  maintenance  of  prisons,  asylums,  and  hospitals,  but  education 
in  all  its  branches,  and  the  provision  of  municipal  institutions, 
of  roads,  bridges,  etc.  Some  of  the  above,  it  may  be  noted,  are 
obviously  functions  which  ought  to  have  been  undertaken  by  the 
Dominion  Government. 

The  prejudice,  however,  which  long  prevailed  in  Canada  against 
direct  taxation  led  the  Provincial  Governmientis  to  shun  the  odium 
of  imposing  it,  and  to  seek  relief  from  financial  pressure  by,  on 
the  one  hand,  uniting,  as  they  have  repeatedly  done,  in  demands 
for  increased  subsidies  from  the  Dominion,  and,  on  the  other,  by 
handing  on  to  the  municipalities  certain  expensive  functions  which 
properly  pertain  to  the  Province.  But  within  the  last  quarter 
of  a  century  the  growth  in  number  and  expensiveness  of  the  public 
services  for  which  they  are  responsible  has  driven  the  Provincial 
Governments  more  and  more  to  make  use  of  their  privilege  of  di- 
rect taxation.  In  Western  Canada,  British  Columbia  has  been 
the  pathnbreaker  in  this  respect.  There  the  Provincial  Tax  on 
Wild  Land  dates  from  1873,  and  that  on  Real  Estate  from  1876. 

Two  of  the  most  distinctive  features  of  the  provincial  revenue 
system  of  British  Columbia,  features  which  have  hitherto  differ- 
entiated it  most  clearly  from  the  systems  of  the  Prairie  Provinces 
are  (1)  the  large  proportion  of  its  revenue  which  has  been  derived 
from  the  development  of  the  immense  natural  resources  of  the  pro- 
vince— its  public  lands,  timber  limits,  mines  and  fisheries,  and  (2) 
the  increasingly  important  contributions  to  that  revenue  made 
within  recent  years  by  the  Provincial  Income  Tax. 

Just  as  the  Colonies  which  united  as  Provinces  to  form  the 
Dominion  in  1867  were  allowed  to  retain  in  the  hands  of  their  own 
governments  all  the  Crown  lands,  including  timber  lands,  mines, 
minerals,  or  royalties,  which  had  been  transferred  by  the  British 
Government  to  the  several  Colonies  long  prior  to  Confederation, 
so  British  Columbia  on  its  admission  in  1871  was  accorded  a  like 
privilege.  But  in  the  case  of  the  three  Prairie  Provinces,  created 
since  Confederation  out  of  the  territory  acquired  by  purchase  for 
the  Dominion  from  the  Hudson's  Bay  Company,  the  title  to  the 
public  or  ungranted  lands  has  up  to  the  present  time  been  retained 
by  the  Government  of  Canada,  for  the  benefit  of  the  whole  Domi- 
nion. 

The  merits  of  this  policy  do  not  call  for  discussion  here.  It 
is  sufficient  for  our  present  purpose  to  note  that  it  has  given  to 
British  Columbia  a  much  more  elastic  and  more  complex  revenue 
system  than  that  of  her  sister  provinces  of  the  Canadian  West. 
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The  only  Dominion  grant  in  lieu  of  lands  received  by  British  Co- 
lumbia is  $100,000  against  lands  in  the  railway  belt,  and  the  whole 
Dominion  Subsidy  is  absolutely  smaller,  and  relatively  to  the  total 
Provincial  revenue  very  much  smaller,  than  in  the  case  of  the 
Prairie  Provinces.  Taking  the  estimates  for  the  current  year,  it 
amounts  to  only  6.3  per  cent  of  the  revenue  of  British  Columbia, 
as  against  approximately  23.4  per  cent  in  Alberta  and  Saskatche- 
wan, if  we  exclude  telephone  receipts. 

Elasticity  is  certainly  a  desirable  characteristic  of  a  good  re- 
venue system.  "A  good  system  of  taxation",  says  Nicholson, 
"ought  to  provide  for  a  self-acting  increase  in  the  revenue  in  pro- 
portion as  wealth  and  population;  and  the  consequent  demands  of 
governmental  expenditure  increase."*  And,  from  this  standpoint, 
the  income  tax  is  a  most  convenient  constituent  of  any  system  of 
taxation.  But  an  elastic  revenue  system,  and  in  particular  one 
that  grows  by  leaps  and  bounds  in  times  of  prosperity  through  the 
exploitation  of  the  public  domain, .may  not  be  an  unmixed  blessing 
in  the  absence  of  sound  principles  of  public  expenditure.  And  if 
there  is  one  lesson  to  be  learned  from  the  history  of  provincial  and 
municipal  finance  in  Western  Canada  it  is  the  eternal  truth  of 
Gladstone's  dictum:  "Good  finance  consists  more  in  the  spending 
than  the  collecting  of  revenue."f 

All  over  the  west  are  to  be  seen  striking  examples  of  the  hasty 
and  ill-considered  expenditure  of  public  funds,  generally  in  the  way 
of  provision  for  the  needs  of  a  remote  and  uncertain  future.  Public 
utilities  have  been  constructed,  and  improvements  carried  out, 
on  such  a  scale  that  their  mere  upkeep  is  now  felt  to  be  a  burden. 
To  discount  the  future  at  low  rate  is  the  characteristic  mark  of 
the  provident  individual  or  community.  But  it  is  clearly  possible 
for  public  bodies — and  it  is  remarkable  how  prone  they  are  when 
dealing  with  the  funds  of  the  taxpayers — to  discount  the  future  at 
a  rate  altogether  too  low. 

It  must  be  admitted,  however,  that  in  British  Columbia  the 
situation  of  the  Provincial  Government  is  difficult  and  the  demands 
on  its  discretion  in  the  matter  of  expenditure  peculiarly  great.  The 
Government  is  itself  directly  responsible  for  the  administration  of 
the  immense  unorganized  territory,  including  all  but  a  very  small 
fraction  of  the  area  of  the  province.  The  public  lands,  timber,  mines, 
and  now  also  the  fisheries,  are  under  its  direct  control.  In  a  province 
so  vast  and  mountainous,  with  widely  scattered  settlements  and  min- 
ing camps,  it  is  clear  that  the  finance  of  administration  is  a  serious 
problem.  To  provide  the  most  rudimentary  means  of  communica- 
tion and  transport  alone  involves  immense  outlay ;  and  the  Provin- 
cial Government  has  already  built  and  maintains  some  20,000  miles 
of  road,  and  that  in  a  country  where  road  making  is  notoriously  ex- 

*  "Principles  of  Political  Economy,"  Vol.  Ill,  p.  288. 
t  Sir  Algernon  West's  "Recollections,"  p.  474   (Nelson's  edit.). 


PROVINCIAL  TAXATION 


pensive.  If  then  it  has  great  resources  at  its  disposal,  it  has  also 
heavy  financial  responsibilities.  In  general  it  may  be  said  that  the 
need  of  expenditure  grows  more  rapidly  than  the  available  revenue. 

As  will  be  seen  from  the  table  given  below,  during  the  years 
1903  to  1913  the  annual  net  revenue  of  the  Province  expanded 
from  $2,044,630  to  $12,510,215  and  the  expenditure  from  $3,393,182 
to  $15,412,332 ;  and  though  during  seven  of  these  years  there  was 
a  substantial  excess  of  revenue,  much  more  than  the  accumulated 
surplus  was  swallowed  up  in  the  huge  expenditure  on  road  building 
and  public  works  which  took  place  between  1911  and  1914.  The 
outlay  on  public  works  is  normally  the  heaviest  item  of  expenditure. 
In  1913  it  amounted  to  $7,644,468 ;  and  even  in  this  time  of  financial 
stringency  it  is  still  ahead  of  all  the  branches  of  expenditure,  at 
the  estimate  of  $1,794,940,  which  is  slightly  more  than  the  estimate 
for  education. 

Revenue  and  Expenditure  of  the  Province  of  British  Columbia  for 
the  fiscal  years  1902—3  to  1918—19. 

Year  Revenue         .  Expenditure 

*1902— 3   $  2,044,630.35  $  3,393,182.25 

*1903— 4   2,638,200.68  2,862,794.09 

*1904— 5   2,920,461.71  2,302,416.84 

*1905— 6   .. 3,044,442.49  2,328,126.27 

*1906— 7   4,444,593.81  2,849,479.97 

♦1907—8   5,979,054.96  3,686,708.76 

§1908—9   4,664,500.99  3,741,143.44 

U909--10  8,874,741.94  6,382,963.27 

1910-11 10,492,892.27  8,194,802.95 

1911-12  10,745,708.82  11,189,024.35 

1912-13  12,510,215.08  15,412,322.02 

1913-14  10,479,258,74  15,762,912.48 

1914-15  7,974,496.46  11,942,667.00 

1915-16  6,291,693.60  9,880,662.37 

1916-17  6,906,783.63  9,079,317,70 

1917-18    (estimates) 9,868,325.13  10,800,804.67 

1918-19    (estimates) 9,900,055.13  11,611,694.08 

In  1911  the  financial  prosperity  of  the  Province  was  such  that 
a  reduction  in  taxation  was  contemplated,  and  as  a  preliminary  to 
this  a  Royal  Commission  on  taxation  was  appointed  to  enquire  into 
and  report  on  the  operation  of  the  "Assessment  Act"  and  its  prac- 
tical bearing  on  the  revenues  of  the  Province.  After  a  careful  in- 
vestigation the  commission  made  certain  recommendations  of  which 
the  most  important  were :  (a)  the  abolition  of  the  Revenue  (or  Poll) 
Tax ;  (b)  the  abolition  of  the  Personal  Property  Tax ;  (c)  the  revi- 
ew 1902-3  to  1907-8 — 1st  July  to  31st  June.  (5)  1908-9 — 1st  July  to  31st 
March  (9  months),      (t)   1909-10  to  1918-19 — 1st  April  to  31st  March. 
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sion  of  the  Income  Tax,  so  as  to  reduce  taxation  on  the  possessors 
of  small  incomes  and  readjust  its  incidence  on  those  enjoying 
the  larger  incomes ;  (d)  the  exemption  of  improvements  from  the 
Real  Estate  Tax. 

The  Provincial  Government  accepted  the  recommendations,  and 
in  1913  proceeded  to  abolish  the  Poll  Tax  at  a  loss  of  $360,000  to 
the  revenue.  The  Minister  of  Finance  in  his  budget  speech  of  that 
year  further  intimated  that  it  was  proposed  in  two  years'  time  to 
exempt  improvements  from  taxation,  and  in  four  years'  time  to 
abolish  the  tax  on  personal  property  and  readjust  the  incidence  of 
the  Income  Tax  as  recommended  by  the  Commission.  "Our  aim" 
he  said,  "is  as  soon  as  possible,  by  easy  stages,  to  reach  a  point  where 
direct  taxation  will  be  eliminated  and  our  revenues  will  be  obtained 
from  the  natural  resources  of  the  Province". 

But  alas !  already  while  the  Finance  Minister  spoke  the  golden 
age  of  surpluses  had  gone  and  that  of  deficits  and  growing  indebted- 
ness had  succeeded.  The  Personal  Property  Tax  with  all  its  defects 
is  still  retained.  The  old  general  Revenue  Tax  of  $3  per  head  was 
succeeded  after  a  four  years'  interval  by  a  Poll  Tax  of  $5,  but,  con- 
trary to  the  view  expressed  by  the  Royal  Commission,  levied  only  on 
those  who  do  not  pay'  its  equivalent  in  Provincial  or  Municipal  taxes. 
Improvements  are  not  exempt  from  the  Provincial  Real  Estate  Tax, 
save  in  the  case  of  land  used  for  agricultural  or  pastoral  purposes 
when  there  is  an  exemption  up  to  $1,500.  Otherwise,  they  are 
assessed  and  taxed  at  the  same  rate  as  land. 

No  statesman  in  British  Columbia  would  now,  with  the  lesson 
of  the  last  five  years  before  him,  propose  to  raise  the  revenue  of 
the  province  solely  from  its  natural  resources,  or  yet  from  the 
taxation  of  the  unimproved  value  of  land. 

The  absolute  as  well  as  the  relative  importance  of  the  revenue 
from  natural  resources  has  declined  very  considerably  since  the 
close  of  the  period  of  inflation  and  speculative  activity.  Timber 
royalties  and  licenses,  for  example,  yielded  in  the  fiscal  year  1912-13 
$2,457,129,  while  the  estimate  for  this  year  is  $1,760,000.  Again, 
Land  Sales  which  yielded  $2,344,596  in  1912-13  are  in  this  year's 
estimate  credited  with  only  $50,000.  Thus,  notwithstanding  sub- 
stantial reductions  in  expenditure,  it  has  been  necessary  to  rely 
to  an  increasing  extent  on  the  revenue  from  taxation ;  and  the  fiscal 
screw  has  accordingly  been  applied  with  vigour.  By  amendments 
to  the  Taxation  Act  in  1917  and  1918  the  taxes  levied  on  different 
classes  of  property  and  income  have  been  substantially  increased 
and  the  result  is  seen  in  a  greatly  increased  yield.  Thus  the  real 
property  and  wild  lands,  personal  property  and  income  taxes,  which 
together  contributed  $1,483,749  to  the  revenue  of  1912-13,  are  es- 
timated to  yield  $4,515,000  in  the  fiscal  year  1918-19.  The  Re- 
venue from  taxation  in  the  strict  sense  has  increased  from  $2,457,- 
472  in  1916-17  to  $5,620,000  in  the  estimate  for  1918-19. 
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The  net  revenue  of  the  Province  for  the  fiscal  year  1918-19  is 
estimated  at  $9,900,055,  and  of  this  aggregate  the  income  from  dif- 
ferent forms  of  taxation  accounts  for  $5,620,00,  or  56.8  per  cent. 
Licenses  and  fees,  hich  are  often  in  reality  taxes,  together  amount 
to  $624,085,  or  6.3  per  cent.  The  balance  is  made  up  of  the  Domin- 
ion Subsidy,  $623,135 ;  incomes  from  the  Departments  of  Lands  and 
Mines,  $2,315,150  (of  which  Timber  Licenses,  Leases,  Royalties  and 
Sales  are  credited  with  85  per  cent.) ;  and  miscellaneous  receipts, 
$707,685. 


REVENUE 


OF  BRITISH  COLUMBI 
1910,    1913,    1917   to 

1910  1913 

Dominion   of   Canada: 

Grants    $     522,076      $     732,489      $ 

Land   sales    2,618,189        2,344,596 

Land   revenues    175,778  301,184 

Timber  sales    

Timber  royalties  and 

licenses    2,234,099        2,475,129        1 

Succession   duties    .  .       108,495  193,524 

Land  registry  fees..       408,226  712,258 

Real  property  tax  ....      335,744  459,570 

Personal  property  tax      161,691  197,790 

Poll  tax  or  Revenue 

tax 260,000  360,000 

Wild  land,  coal  and 

timber  lands  tax  .       250,904  546,087 

Income  tax   190,984  280,302 

Mineral   tax    102,609  155,163 

Coal  and  coke  tax  .  .       222,723  302,225 

Tax   on   unworked 

Crown-granted 

mineral   claims    .  .         39,870  42,733 

Chinese      Restriction 

Act    356,200        1,723,990 

Insurance  Co.  licenses 

taxes  and  fees 36,609 

Motor  traffic  fees   

Amusements  tickets 

tax    

Interest,    general    ..       157,493  276,522 

Interest    on    Sinking 

Fund    investments        56,145  74,187 
Miscellaneous  re- 
ceipts               45,632            290,457 

Other  receipts,   viz.: 

Survey  fees,  water 

revenue  rents,  free 

miners'  certificates, 

mining  receipts,  li- 
censes,   fines    and 

fees,    law    stamps, 

etc 627,283        1,023,400 


A  FOR  THE  YEARS 

1919* 

1917 

1918 

1919 

i 

C estimated)  (estimated) 

723,135 

$  623,135 

$  623,135 

218,453 

350,000 

50,000 

79,919 

75,000 

75,000 

85,357 

'   154,000 

125,000 

,759,469 

2,068,000 

1,760,000 

277,702 

400,000 

300,000 

196,663 

180,000 

150,000 

532,106 

1,330,000 

1,000,000 

291,412 

700,000 

600,000 

150,000 

300,000 

521,325 

915,000 

700,000 

296,801 

1,090,000 

2,215,000 

287,257 

300,000 

85,000 

194,536 

120,000 

160,000 

37,904 


50,000 


855,920 


903,190 


40,000 


76,581 
134,361 

120,000 

63,225 
150,000 

18,429 
75,803 

100,000 
50,000 

200,000 
75,000 

106,285 

90,000 

190,000 

136,826 

100,000 

29,690 

980,005 


$8,874,742    $12,510,215      $6,906,784      $9,868,325      $9,900,055 


♦British  Columbia  Public  Accounts  and   Estimates;   and  Vancouver  Board   of 
Trade  Bulletin,  No.  2,  1918,  by  F.  W.  Rounsfell. 
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The  following  are  the  different  sources  of  Provincial  Tax  Re- 
venue and  the  rates  at  present  in  force. 

Land  Taxes — (a)  Real  Property  (other  than  Wild  Land,  Coal  and 
Timber  Lands).  The  taxation  Act  requires  that  real  and 
persona  1  property  shall  be  assessed  at  their  actual  cash  value 
in  money,  i.e.,  not  the  price  for  which  the  property  would  sell 
at  auction  or  at  a  forced  sale,  but  the  price  which  the  Assessor 
believes  it  to  be  fairly  worth  at  the  time  of  the  assessment — 
the  price  at  which  the  property  would  generally  be  taken  in 
payment  of  a  just  debt  from  a  solvent  debtor. 

Land  and  improvements  are  separately  assessed,  but  im- 
provements are  not  exempt  from  taxation,  save  in  the  case 
of  farm  land,  i.e.,  land  used  for  agricultural  or  pastoral  pur- 
poses, on  which  there  is  an  exemption  of  improvements  up  to 
the  value  of  $1,500. 

The  Provincial  real  estate  tax  dates  from  1876.  Unlike 
the  personal  property  tax  and  the  income  tax,  it  is  not  levied 
within  the  boundaries  of  the  municipalities.  The  tax  rate  has 
frequently  been  varied  and  is  at  present  1  per  cent  on  the  as- 
sessed value. 

(b)  Wild  Land — The  term  Wild  Land  includes  all  land, 
other  than  coal  and  timber  land,  which  has  not  on  it  improve- 
ments amounting  to  $2.50  per  acre  when  west  of  the  Cascade 
Mountains,  and  $1.25  per  acre  when  east  of  the  Cascades.  The 
Wild  Land  Tax  in  British  Columbia  was  first  imposed  in  1873 
but  had  been  repeatedly  modified.  It  is  not  applicable  to 
land  within  the  municipal  boundaries.  Up  till  1903,  Wild 
Land  included  also  timber  and  coal  land,  but  since  then  they 
have  been  separately  assessed  and  taxed. 

The  obvious  purpose  of  the  Wild  Land  Tax  is  to  discrim- 
inate against  the  owner  of  unimproved  land  and  thus  stimulate 
improvement.  There  is,  however,  no  convincing  evidence  that 
the  tax  has  had  any  appreciable  influence  in  this  direction. 
The  present  tax  rate  on  wild  land  is  5  per  cent,  on  the  assessed 
value. 

Coal  Land — This  is  divided  into  two  classes : 

Class  A. — Includes  land  from  which  coal  is  being  mined. 
On  this  the  tax  rate  is  1  per  cent,  of  the  assessed  value. 

Class  B. — Includes  all  other  coal  land.  Here  the  rate  is 
4  per  cent,  of  the  assessed  value. 

Timber  Land  Tax — This  is  at  present  3  per  cent,  of  the  assessed 
value. 

Personal  Property — This,  like  real  estate,  is  assessed  at  its  actual 
cash  value,  and  the  tax  is  at  the  same  rate  as  the  real  pro- 
perty tax,  i.e.,  1  per  cent,  on  the  assessed  value.  Its  produc- 
tiveness, however,  is  seriously  diminished,  as  everywhere  else, 
by  practical  difficulties  of  administration  resulting  im  evasion. 
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The  abolition  of  the  tax  was  strongly  recommended  in  the 
report  of  the  Royal  Commission  in  1912  on  the  ground  that  its 
incidence  is  inequitable  as  between  different  classes  of  the 
community.  It  is  impossible,  they  held,  to  obtain  a  just  mea- 
sure of  assessment  for  all  trades  or  to  reach  more  than  a 
small  fraction  of  personal  property.  It  gives  a  distinct  induce- 
ment to  dishonesty,  and  it  involves  the  danger  of  double  taxa- 
tion, as  in  the  case  of  debts  when  both  borrower  and  lender 
may  be  taxed.  So  far  as  income-yielding  personalty  is  con- 
cerned, this  tax  is  merely  an  alternative  to  the  income  tax, 
being  payable  only  if  it  amounts  to  more  than  the  tax  on  in- 
come. Further,  there  are  numerous  and  important  exemp- 
tions from  the  personal  property  tax,  such  as :  farm  produce, 
live  stock,  agricultural  implements,  machinery  ,and  vehicles 
to  the  value  of  $1,000 ;  household  effects,  unsecured  book  debts, 
moneys  deposited  in1  a  bank  in  the  Province,  and  duly  register- 
ed mortgages  upon  land  or  personal  property  in  the  Province. 

Income  Tax — British  Columbia  has  the  distinction  of  being  the 
only  province  in  Canada  save  Prince  Edward  Island  that  levies 
an  income  tax  for  Provincial  revenue  purposes.  It  was  first 
imposed  in  1897  as  a  tax  on  all  persons  with  incomes  over 
$1,000,  and  the  rate  varied  from  IV2  per  cent,  to  4  per  cent. 
There  have  been  repeated  anodif  ications  since  then,  both  in  the 
classification  of  incomes  and  the  rates  imposed.  But  the  tax 
has  proved  eminently  successful  from  the  standpoint  of  pro- 
ductiveness, and  is  now  the  largest  individual  item  in  the  Pro- 
vincial Revenue.  The  Royal  Commission  in  its  report  in  1912, 
after  an  exhaustive  survey  of  the  evidence,  stated  that  the  In- 
come Tax  is  generally  regarded  as  the  fairest  tax,  and  recom- 
mended its  substitution  for  the  personal  property  tax.  The 
desirability  of  this  change  has  been  admitted  by  the  Govern- 
ment, and  the  alteration  wild  doubtless  be  made  when  oppor- 
tunity offers.      The  present  tax  is  as  follows: 

The  income  of  every  person  up  to  and  including  $1,500  is 
exempt.  The  "taxable  income"  (or  excess  over  $1,500)  of 
every  person  is  taxed  on  a  graduated  scale  varying  from  1  per 
cent,  on  Class  A,  in  which  the  "taxable  income"  does  not 
exceed  $2,000,  to  10  per  cent,  on  Class  G,  in  which  the  "tax- 
able income"  exceeds  $20,000. 

Poll  Tax — This  is  a  tax  on  males  over  18  years  of  age,  of  $5  per  an- 
num. The  following  are  exempt:  Any  person  who  during  the 
year  ending  31st  December  immediately  preceding  has  paid 
provincial  or  municipal  taxes  or  license  fees,  in  the  Province,  to 
the  amount  of  $5;  men  over  60  years  of  age  whose  incomes 
do  not  exceed  $700,  members,  of  the  active  militia  and  the 
active  naval  and  military  services,  and  returned  disabled 
veterans  of  the  present  war. 
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Employers  must  furnish  the  Collector  with  a  list  of  their 
employees,  pay  the  tax,  and  deduct  it  from  wages. 

Up  to  1913  there  was  a  Poll  Tax  under  the  name  of  Re- 
venue Tax,  but  it  was  then  abolished  in  accordance  with  the 
recommendation  of  the  Royal  Commission.  The  present  Poll 
Tax  dates  from  1917. 

Amusement  Tickets  Tax — This  is  a  graduated  tax  varying  from  1 
cent  when  the  price  of  admission  is  not  more  than  5  cents,  to  50 
cents  when  it  is  more  than  $2.50. 

The  exemptions  include:  religious  and  semi-religious  en- 
tertainments, agricultural  fairs  and  exhibitions,  exhibitions 
of  paintings  and  charitable  exhibitions  and  entertainments. 

Mineral  Tax — Mines  and  minerals  are  under  the  Taxation  Act 
treated  as  a  separate  class  of  property.  Mines  other  than 
coal  or  gold  mines,  are  assessed  and  taxed  on  the  income  aris- 
ing therefrom  or  on  the  output,  whichever  happens  to  be  the 
greater.  The  tax  on  output,  assessed  and  collected  quarter- 
ly, is  2  per  cent,  on  the  value  of  ore  removed.  Where  the 
yield  amounts  to  less  than  certain  sums  in  any  one  year  the 
tax  is  partly  or  wholly  refunded. 

These  taxes  take  the  place  of  all  taxes  upon  the  land,  so 
long  as  it  is  not  used  for  other  than  mining  purposes,  and  of 
all  taxes  on  the  personal  property  used  in  the  working  of  the 
mines. 

Gold  mines  are  assessed  and  taxed  on  the  income  arising 
therefrom.  On  iron  ore  removed  there  is  an  additional  tax 
of  37 V2  cents  per  ton  of  2,000  lbs.,  save  where  the  iron  ore  is 
used  in  the  Province  as  a  flux  in  the  smelting  of  ores  of  other 
metals. 

Unworked  Crown-granted  Mineral  Claims — These  are  taxed  25  cents 
per  acre;  whether  within  or  without  the  boundaries  of  any 
municipality. 

Coal  and  Coke  Taxes — On  coal  there  is  a  tax  of  10  cents  per  ton 
of  output  except  when  shipped  to  coke  ovens  in  the  Province, 
and  on  coke  the  tax  is  15  cents  per  ton  save  when  produced 
from  coal  taxed  as  above. 

Salmon  Canneries  or  Fisheries  Taxes — In  addition  to  being  assessed 
and  taxed  on  their  real  property,  salmon  canneries  are  assess- 
ed and  taxed  on  income,  or  on  the  pack,  whichever  tax  is  the 
greater.  The  tax  on  the  pack  is  at  the  rate  of  4  cents  a  case 
(48  lbs.)  of  salmon  packed,  75  cents  a  tierce  (750  lbs.  or  under) 
of  mild  cured  salmon,  15  cents  a  barrel  (200  lbs.)  of  cured  and 
pickled  salmon,  and  5  cents  per  hundredweight  of  dry  salted 
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salmon.  Where  the  tax  on  income  proves  to  be  the  greater, 
payments  collected  on  the  pack  are  taken  as  part  payment  of 
the  former  tax. 

Whale-oil  manufacturers,  in  addition  to  paying  the  tax 
on  real  property,  are  assessed  and  taxed  on  their  income  or  on 
the  product,  whichever  is  the  greater.  The  tax  on  product 
is  10  cents  per  barrel  of  whale-oil,  and  20  cents  per  ton  of 
fertiliser,  whale-bone  and  bone-meal. 

These  cannery  and  fishery  taxes  are  in  substitution  for 
all  taxes  on  personal  property  used  in  the  business. 

Taxes  on  Corporations — Under  the  Taxation  Act,  all  corporations 
not  specially  provided  for  are  subject  to  the  provincial  taxes 
on  personal  property  and  income,  and  on  real  estate  situated 
outside  the  municipal  boundaries. 

Certain  corporations,  however,  namely:  insurance  com- 
panies; guarantee  loan  and  trust  companies;  telegraph,  tele- 
phone and  express  companies ;  gas  and  waterworks  companies ; 
electric  light,  electric  power  and  street  railway  companies — are 
specifically  mentioned  as  exempt  from  the  tax  on  income  and 
personal  property,  and  subject,  in  addition  to  the  tax  on  their 
real  estate,  to  a  tax  of  2  per  cent,  on  gross  revenue  arising 
from  business  transacted  in  the  Province.  In  the  case  of  fire 
insurance  companies,  the  gross  revenue  from  premiums  taxed 
under  the  "Fire  Insurance  Act"  is  exempt. 

Banks  are  assessed  and  taxed  on  their  real  property  and 
non-revenue-bearing  personal  property  within  the  assessment 
district  in  which  such  property  is  situated.  Further,  every 
bank  doing  business  in  the  Province  pays,  in  lieu  of  a  tax  on  its 
income  arising  from  such  business,  $3,000  where  it  has  only 
one  office ;  and  where  it  has  more  than  one  office  $3,000  for  one 
and  $500  for  each  of  the  others. 

Railway  Taxation — Railway  Companies  pay  2  per  cent  of  the  assess- 
ed value  of  their  right  of  way,  railway,  personal  property  and 
income  therefrom — assessed  and  taxed  as  a  whole  as  real  pro- 
perty, the  assessed  value  being  taken  as  $10,000  per  mile  of 
the  track  of  the  main  line  and  branches,  and  $3,000  per  mile 
of  sidings,  spurs,  and  switches. 

This  does  not  apply  to  electric  trams  within  municipal- 
ities, nor  to  railways  used  exclusively  for  transporting  logs 
or  coal,  or  for  the  free  carriage  of  workmen  employed  in  con- 
nection therewith;  nor  does  it  apply  to  the  real  property  of 
a  railway  company  situated  within  the  limits  of  any  muni- 
cipality. 

Railway  subsidy  lands,  sold,  agreed  to  be  sold,  pre-empted 


PROVINCIAL  TAXATION  15 

or  leased,  are,  unless  specially  exempted,  subject  to  taxation. 

Buildings  used  for  other  than  railway  purposes  are  as- 
sessed and  taxed  as  real  property,  wild  land,  coal  land  or  timber 
land  as  the  case  may  be. 

Succession  Duties — The  rates  are  graduated  according  not  only  to 
the  total  value  of  the  property  passing,  and  the  degree  of 
relationship,  but  also  to  the  amount  passing  to  one  person. 
They  vary  from  IV2  per  cent  when  an  amount  exceeding 
$25,000  but  not  exceeding  $100,000  is  passing  to  relatives  in 
the  direct  line  (with  an  extra  rate  of  1  per  cent,  when  more 
than  $50,000  is  passing  to  any  one  person)  to  20  per  cent, 
where  an  amount  exceeding  $600,000  is  passing  to  strangers. 

Probate  Duty — There  is  also  a  probate  duty  payable  on  Personal 
Property,  except  when  it  passes  to  the  wife,  children,  or  grand- 
children. The  rate  when  the  property  passes  to  the  husband, 
father,  mother,  brother,  or  sister  is  1  per  cent,  and  in  the  case 
of  all  others  5  per  cent. 

Permanent  Board  of  Taxation 

The  need  of  a  careful  study  of  the  problem  of  taxation  in  all  its 
bearings  has  been  definitely  recognized  by  the  Government  of 
British  Columbia.  At  the  1917  session  of  the  Legislature  an  act 
was  passed  creating  a  permanent  Board  of  Taxation  as  a  branch  of 
the  Treasury  Department.  The  Board  is  to  consist  of  three  mem- 
bers and  their  duty  is  simply  to  study  and  advise  the  Minister  of 
Finance  in  all  matters  relating  to  taxation — to  investigate  systems 
of  taxation,  re-distribution  of  assessment  districts,  etc.  They 
may  make  any  recommendations  bearing  on  the  revision  of  the 
tax  laws  with  a  view  to  bringing  the  system  of  British  Columbia 
up  to  the  best  standard.  To  any  one  investigating  the  tax  system 
of  British  Columbia  the  assistance  to  be  obtained  from  the  experts 
of  the  Board  of  Taxation  is  simply  invaluable. 
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II.— MUNICIPAL  TAXATION 


Municipal  Government  in  British  Columbia  dates  from  1860 
when  New  Westminster  was  incorporated  by  special  charter,  follow- 
ed by  Victoria  in  1862.  But  the  physical  environment  in  British 
Columbia  has  not  been  conducive  to  the  rapid  development  of  mu- 
nicipal institutions,  and  even  in  1892  there  were  only  eleven  muni- 
cipalities— three  on  Vancouver  Island  and  eight  on  the  mainland — 
all  of  which  had  been  incorporated  by  letters  patent  or  special 
charter.  In  1896  all  these  municipalities  were  brought  under  the 
provisions  of  the  Municipal  Clauses  Act  of  that  year,  in  so  far  as 
their  charters  were  not  inconsistent  therewith.  And  all  muni- 
cipalities incorporated  since  1892  come  wholly  within  the  juris- 
diction of  that  act.  The  legislation  respecting  municipalities  is 
now  embraced  in  the  Municipal  Act,  1914,  and  later  amendments. 
Municipalities  have  increased  in  number  considerably  in  recent 
years,  especially  during  the  period  of  rapid  industrial  development 
from  1902  to  1913. 

But  the  organized  municipal  areas  even  yet  cover  only  a  re- 
latively small  part — about  four-fifths  of  one  per  cent — of  the  whole 
Province;  and  over  the  immense  unorganized  territory  the  Pro- 
vincial Government  itself  levies  and  collects  all  taxes  and  disposes 
of  the  revenues  accruing  therefrom. 

The  municipalities  at  present  number  sixty-three  and  are 
divided  into  two  groups  known  as  "cities"  and  "districts"  respec- 
tively. The  first  of  these  groups  contains  thirty-five  municipalities 
and  the  second  twenty-eight.  The  basis  of  the  classification,  how- 
ever, is  no  longer  apparent.  It  appears  to  be  in  the  main  a  matter 
of  tradition.  The  Municipal  Incorporation  Act  of  1896  required 
for  a  city  municipality  an  area  of  not  more  than  two  thousand  acres 
and  a  population  of  not  less  than  one  hundred  male  British  sub- 
jects of  full  age,  while  for  a  township  or  district  municipality 
there  must  be  at  least  thirty  such  residents  within  the  area  pro- 
posed to  be  included.  But  this  has  little  relation  to  the  facts  of 
today.  The  district  municipalities  cover  in  general  a  much  larger 
area  than  the  cities,  but  many  have  a  fairly  large  and  some  a  very 
large  population,  while  many  of  the  cities  have  a  very  small  one. 
Thus  South  Vancouver,  Point  Grey,  and  Burnaby  are  district 
municipalities  with  populations  of  25,000,  13,000,  and  12,000  re- 
spectively, while  there  are  cities — Alberni,  Sandon,  and  Slocan,  to 
wit — with  only  500,  425,  and  100  inhabitants  respectively. 

A  different  classification  of  the  municipalities  has,  however, 
been  suggested  by  Mr.  F.  A.  McDiarmid,  Solicitor  for  the  British 
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Columbia  Union  of  Municipalities,  in  his  "Memorandum"  relating 
to  the  draft  of  a  new  Municipal  Act,  recently  prepared  at  the  re- 
quest of  the  Provincial  Government.  It  is  there  proposed  to  di- 
vide the  Municipalities  into  four  classes.  The  first  class  will  in- 
clude only  the  cities  of  Victoria  and  New  Westminster;  for  Van- 
couver City,  having  a  special  charter  does  not  come  within  the  pro- 
visions of  the  Municipal  Act.  In  the  second  class  are  placed  seven- 
teen of  the  more  important  cities  and  six  of  the  more  developed 
district  municipalities.  The  third  class  includes  the  balance  of  the 
present  cities,  and  the  fourth  the  balance  of  the  district  muni- 
cipalities. Provision  will  be  made  for  changing,  where  it  is  deemed 
necessary,  the  classification  of  any  municipality,  and  also  for  a  pos- 
sible fifth  class  of  municipality  to  be  created  for  the  purpose  of 
carrying  on  specified  work  within  the  municipal  area,  such  as 
irrigation,  drainage,  or  dyking.  A  Municipality  of  this  class  may 
for  all  other  purposes  be  wholly  or  partly  within  the  area  of  an- 
other municipality.  It  "may  be  incorporated  under  the  provisions 
for  the  sole  purpose  df  police  protection  within  a  definite  area,  or 
fire-protection,  or  lighting  or  water  service,  so  that  a  particular 
area,  which  may  be  called  a  village  area  inside  a  rural  municipality, 
may  have  corporation  conveniences  at  their  own  expense,  and  with- 
out interfering  at  all  with  the  general  obligations  of  the  rural 
municipality  or  the  distribution  of  their  general  taxes.  In  such 
case,  of  course,  provision  will  have  to  be  made  that  the  lands  should 
be  assessed  not  at  their  actual  value  as  part  of  the  village  property, 
but  at  their  value  as  if  they  were  lands  of  the  highest  class  of  agri- 
cultural lands  in  the  rural  municipalities  surrounding,  and  of  which 
they  form  a  part." 

Some  acquaintance  with  this  scheme  for  re-classifying  the 
municipalities  is  essential  to  an  understanding  of  the  proposed 
reforms  in  taxation  to  be  dealt  with  later. 

Within  the  municipal  areas  the  Provincial  Government  has 
handed  over  the  taxation  of  real  estate  to  the  Municipal  Councils. 
At  the  same  time,  it  continues  itself  to  levy  and  collect,  within  as 
without  the  municipal  boundaries,  other  taxes  such  as  the  income 
tax,  the  personal  property  tax,  the  poll  tax,  the  amusement  tickets 
tax  and  succession  duties.  A  certain  proportion,  however,  of  the 
money  so  raised  is  returned  to  the  municipalities  in  the  form  of 
school  and  hospital  grants. 

The  following  is  a  brief  account  of  the  existing  municipal 
taxes : 

Real  Estate  Tax — This  is  the  great  source  of  municipal  revenue. 
For  the  purpose  of  taxation  there  is  an  annual  assessment,  and 
land  and  improvements  are  separately  assessed.  Land  is  estimat- 
ed at  its  actual  cash  value,  i.e.  the  value  at  which  the  property 
would  generally  be  taken  in  payment  of  a  just  debt  from  a  solvent 
debtor;  and  improvements  are  assessed  for  the  amount  of  the  dif- 
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ference  between  the  actual  value  of  the  whole  property  and  the 
unimproved  value  of  the  land.  The  minimum  real  property  tax 
is  two  dollars.  The  poles,  cables,  and  wires  of  telegraph,  telephone, 
electric  light  or  electric  power  companies,  within  municipalities, 
are  assessed  as  land,  the  rate  per  mile  being  $200  in  Victoria  and 
New  Westminster,  $100  in  other  city  municipalities,  and  $75  in 
district  municipalites. 

But  while  these  are  the  principles  of  assessment  prescribed  by 
the  Municipal  Act,  there  can  be  no  question  that  they  have  within 
recenit  years  been  more  honoured  in  the  breach  than  the  observ- 
ance. The  municipal  assessment  of  land  has  admittedly  been 
greatly  in  excess  of  its  actual  value,  and  is  only  now  being  gradual- 
ly brought  into  accordance  with  it.  In  the  matter  of  improve- 
ments the  practice  seems  to  differ  in  different  municipalities. 
The  City  of  Kamloops,  for  example,  assesses  improvements  at 
about  80  per  cent,  of  their  value  and  taxes  them  on  25  per  cent, 
of  that  assessment. 

Formerly  in  British  Columbia  it  was  the  custom  for  the  muni- 
cipalities to  apply  to  the  real  estate  men  for  valuation  of  the  land. 
But  now  it  is  recognized  that  the  resulting  assessments  were  much 
too  high.  Experience  seems  to  show  that  the  real  estate  owner 
conceives  his  interest  to  lie  in  keeping  the  general  assessment 
high,  with  an  exception  in  the  case  of  his  own  property  which  he 
as*  a  rule  considers  over-assessed. 

The  rates  levied  have  to  be  fixed  by  by-law  annually,  and 
differ  in  different  municipalities.  For  general  purposes  the  rate 
may  not  exceed  one-and^a-half  cents  on  the  dollar.  In  only  a  few 
cases  did  it  reach  that  level  in  1917.  For  Board  of  Health  and  hos- 
pital purposes  it  is  limited  to  a  maximum  of  1  mill,  on  the  dollar. 
The  rate  for  school  purposes  was  formerly  limited  to  not  more 
than  seven  mills.  But  that  restriction  was  repealed  in  1915,  and 
in  1917  the  school  rates  levied  in  different  municipalities  varied 
all  the  way  from  one  mill  in  Pitt  Meadows  to  15  mills  in  Kaslo. 
For  sinking  funds  and  interest  on  debt,  the  rate  to  be  levied  is 
of  course  limited  only  by  the  needs  of  the  case  and  the  discretion 
of  the  council,  the  former  of  which  are  frequentlygreat  and  the 
latter  not  always  apparent.  In  1917  there  were  debt  rates  as 
hijgh  as  25,  30,  and  even  42  mills. 

Land  is  taxed  on  its  full  value.  But  the  rate  on  improve- 
ments may  not  be  levied  on  more  than  50  per  cent  of  their  assessed 
value,  and  may  at  the  discretion  of  the  Council  be  levied  on  less, 
or  improvements  may  be  altogether  exempted  from  taxation.  Such 
has  been  the  law  ever  since  1892. 

Of  this  privilege  of  local  option  in  taxation  full  advantage  has 
been  taken  by  many  of  the  municipal  councils.  The  City  of  Nan- 
aimo,  under  a  special  charter  granted  in  1874.  was  permitted  to 
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exempt  improvements  entirely,  and  has  continued  to  do  so  ever 
since.  Nanaimo  has  this  year  (1918)  a  tax  rate  on  land  values  of 
42.15  mills,  of  which  18.67  mills  is  levy  against  debenture  debt. 
But  it  was  only  in  1891  that  this  privilege  of  local  option  was  ex- 
tended to  the  municipalities  generally,  and  of  it  they  gradually 
took  advantage  to  an  increasing  extent,  till  in  1914  of  sixty-one 
municipalities,  thirty-nine  wholly  exempted  improvements,  four 
taxed  them  on  values  varying  from  10  per  cent,  to  33i/3  per  cent, 
of  their  assessed  value,  and  only  seventeen  on  the  legal  maximum 
of  50  per  cent.  But  since  then  the  so  called  "single-tax"  policy 
has  decidedly  lost  ground.  In  1917,  of  the  sixty-three  municipal- 
ities, twenty-three — including  about  half  the  "cities" — taxed  m> 
provements  on  the  legal  maximum  of  50  per  cent  of  the  assessed 
value,  one  on  forty  per  cent.,  one  on  33Va  per  cent.,  one  on  25  per 
cent,  one  on  10  per  cent,  and  one  on  5  per  cent.,  while  the  remaining 
thirty-five — including  three-fourths  of  the  district  municipalities — 
wholly  exempted  improvemento  from  taxation. 

While  the  figures  for  1918  are  not  yet  available,  there  are 
further  defections  from  the  "single  tax"  standard.  South  Van- 
couver, for  example,  which  formerly  exempted  improvements,  now 
under  the  constraining  hand  of  Mr.  F.  J.  Gillespie,  the  Commission- 
er appointed  by  the  Provincial  Government,  taxes  them  on  one  third 
of  their  assessed  value.  In  several  other  municipalities  where  the 
policy  of  whole  or  partial  exemption  continues  it  is  no  longer  sup- 
ported with  the  old  robust  faith. 

This  policy  of  concentrating  municipal  taxation  on  the  unim- 
proved value  of  land  has  been  in  operation  in  British  Columbia  long 
enough  to  afford  a  fairly  reliable  basis  of  judgment  as  to  its 
merits  and  defects.  It  is  generally  defended  by  its  adherents  on 
the  ground  that  it  removes  the  burden  from  the  shoulders  of  the 
improving  citizen,  and  so  tends  to  attract  capital  and  stimulate 
building  and  development  generally,  while  at  the  same  time  it  gets 
at  the  "unearned  increment"  of  the  absentee  speculative  owner  who 
is  supposed  to  be  holding  the  land  out  of  use.  But  while  reasoning 
of  this  character  seems  to  have  been  behind  the  movement  to  some 
extent  in  its  earlier  stages,  the  extensive  adoption  of  the  policy  in 
the  municipalities  of  British  Columbia  was  undoubtedly  due,  in 
great  part,  to  the  fact  that  during  the  golden  age  of  real  estate  in- 
flation the  tax  on  land  values  came  to  yield  all,  or  almost  all,  the 
revenue  required  for  municipal  purposes.  The  speculative  owner, 
too,  paid  without  a  murmur  so  long  as  the  annual  increment  in  land 
value  made  even  heavy  taxes  seem  a  trifle. 

But  light  come  light  go.  A  revenue  so  easily  obtained  was 
as  readily  squandered  in  expensive  undertakings,  entered  on  in 
many  cases  at  the  instigation  of  those — sometimes  members  of  the 
municipal  councils — who  desired  a  further  inflation  of  real  estate 
values  in  order  to  enable  them  to  unload  at  a  profit.    These  ven- 
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tures  in  turn  entailed  extensive  borrowings  based  on  the  absurdly 
inflated  assessments.  Then  came  the  chilling  frost  of  monetary 
stringency  and  with  it  the  collapse  of  real  estate  values.  Muni- 
cipal councils  were  suddenly  and  rudely,  if  reluctantly,  awakened  to 
the  fact  that  their  too  heedless  pursuit  of  the  single-tax  will-o'- 
the-wisp,  had  landed  them  in  a  very  deep  financial  bog.  For  real 
estate  values,  at  once  the  source  of  municipal  revenues  and  the 
security  for  municipal  loans,  now  shrank  with  alarming  rapidity, 
and  seemed  in  many  cases,  like  the  creations  of  Prospero's  magic 
art,  to  melt  "into  air,  into  thin  air,"  and  "leave  not  a  rack  behind." 

Real  estate,  formerly  an  appreciating  asset,  now  became  to  its 
owner  an  increasingly  burdensome  liability.  And  the  outbreak  of 
war,  which  relieved  in  some  respects  the  economic  situation  in 
Western  Canada,  only  served  to  aggravate  the  revenue  difficulties 
of  the  municipalities.  Taxes,  based  on  extravagantly  inflated 
assessments,  ceased  to  be  met.  Many  of  those  liable  for  taxes  were 
protected  against  action  by  enlistment  in  the  over-seas  forces. 
Many  more  were  either  unable  or  unwilling  to  pay  heavy  taxes 
on  land  which  for  the  time  at  least  had  little  or  no  market  value. 
Others  again,  and  they  appear  to  be  a  fairly  numerous  class,  simply 
declined  to  pay  so  long  as  they  felt  they  could  rely  on  the  forbear- 
ance of  the  municipal  councils. 

This  forbearance  has,  unfortunately,  too  often  taken  the  form 
of  culpable  weakness  in  the  face  of  demands  for  the  postponement 
of  tax  sales. 

Tax  Sales — While  by  statute  the  collector  has  a  right  of  action 
for  recovery  of  unpaid  taxes,  he  may,  if  he  deems  it  advisable,  levy 
such  delinquent  taxes  by  sale  of  the  lands.  Resort  to  this  weap- 
on may  to  some  extent  have  been  checked  by  the  fact  that  the 
method  of  obtaining  titles  to  land  bought  at  tax  sales  is  admittedly 
much  in  need  of  simplification.  Indeed,  it  is  expected  that  a  mea- 
sure to  this  end  will  be  passed  at  next  session  of  the  Provincial 
Legislature.  But  this  is  certainly  not  the  chief  cause  of  the  very 
marked  and  regrettable  tendency  on  the  part  of  the  municipalities 
of  British  Columbia  to  postpone  tax  sales.  That  tendency  is  suf- 
ficiently accounted  for  by  the  fact  that  by  statute  it  is  in  the  dis- 
cretion of  the  council  to  extend  by  by-law  the  time  for  the  levy  of 
taxes  by  sale  of  the  lands  to  the  year  following  that  in  which  they 
are  due.  Thus  the  delinquent  tax  vote  becomes  a  powerful  factor 
making  for  delay,  through  its  influence  on  the  election  of  councils 
and  the  intimidation  of  councillors;  for  at  the  intervening  council 
election  that  vote  is  invariably  cast  for  candidates — not  infrequent- 
ly themselves  tax  delinquents — who  favour  postponing  tax  sales 
to  next  year,  or,  for  that  matter,  to  the  Greek  Kalends.  The 
subordination  of  municipal  finance  to  municipal  politics  has  in  this 
as  in  other  respects  been  productive  of  the  most  serious  evils. 
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The  inevitable  outcome  has  been  an  enormous  accumulation 
of  arrears  of  taxes.  The  aggregate  amount  of  such  arrears  in  the 
municipalities  of  British  Columbia  has  increased  from  less  than 
six  million  dollars  in  1914  to  almost  fourteen  millions  at  the  close 
of  1917.  This  growth  of  arrears  has  been  accompanied  by  heavy- 
borrowing,  in  order  to  meet  current  expenses  of  adminsitration, 
and  to  finance  extravagant  undertakings  handed  on  in  many  cases 
as  a  legacy  from  the  period  of  feverish  development. 

A  notorious  case  is  that  of  South  Vancouver,  a  district  muni- 
cipality, and  the  largest  in  British  Columbia,  with  a  population  of 
25,000,  which  has  today  arrears  of  taxes  amounting  to  over  $800,- 
000  and  a  debt  of  $7,000,000  or  $280  per  head.  So  glaring  had  be- 
come the  financial  mismanagement  in  this  municipality  that  the 
sinking  funds  had  been  impaired  to  the  extent  of  $267,000,  and  the 
deficit  for  1917  alone  was  over  $300,000.  The  Provincial  Government 
was  thus  compelled  to  intervene,  and  took  the  extreme  step  of  ap- 
pointing a  Commissioner  to  administer  the  affairs  of  the  municipal- 
ity and  set  it  again  on  its  financial  feet.  This  task  Mr.  F.  J.  Gil- 
lespie, the  Commissioner,  estimates  as  possible  of  accomplishment 
in  five  years.  In  the  meantime,  heedless  of  excited  demands  for  his 
jresignation,  and  protests  by  a  noisy  section  against  the  "gross  in- 
justice" of  the  "disfranchisement  of  the  people  assessed"  and  "tax- 
ation without  representation",  Mr.  Gillespie  has  taken  a  long  step 
towards  the  goal  he  has  in  view  by  re-introducing  the  tax  on  im- 
provements. These  had  been  exempt  from  taxation,  in  South  Van- 
couver, for  six  or  seven  years.  This  year  they  are  being  taxed  on 
33i/^  per  cent,  of  their  assessed  value.  The  tax  rate  on  real  estate 
has  been  continued  at  the  1917  level  of  41.4  mills  on  the  dollar,  and 
so  also  with  the  wild  lands  tax  of  50  mills  on  the  dollar.  Tax 
sales,  which  have  been  in  abeyance,  will  be  resumed  in  1919  "as  soon 
as  the  British  Columbia  Legislature  has  amended  the  tax  sale  act 
simplifying  the  method  of  obtaining  titles." 

Mr.  Gillespie's  views  on  the  taxation  of  improvements  and  on 
assessment  are  well  worthy  of  emphasis:    . 

"Personally  I  believe  that  improvements  should  be  taxed.  In 
this  municipality  sixty  per  cent,  of  the  lands  are  held  by  non-re- 
sidents who  never  take  any  interest  in  the  elections ;  hence  the  other 
forty  per  cent,  who  reside  in  the  municipality  are  the  people  who 
pass  all  money  by-laws,  and  who  are  really  responsible  for  the 
$7,000,000  of  indebtedness  that  exists  at  the  present  time.  If 
they  had  always  been  paying  taxes  on  improvements  I  doubt  if 
they  would  have  voted  those  large  sums  of  money,  and  if  they  did 
so  vote,  they  would  at  least  see  to  it  that  they  got  value 

"My  experience  over  a  good  many  years  in  the  East  convinces 
me,  that  an  improvement  tax  should  always  be  kept  to  the  front. 
It  is  the  one  tax  that  brings  home  to  the  house-holder  the  pro- 
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sperity  or  otherwise  of  his  or  her  municipality.  I  might  mention, 
too,  that  the  office  of  Assessor  is  a  very  important  one.  Values 
should  be  kept  down  to  at  least  the  supposed  cash  price  of  the  pro- 
perty. In  this  particular  Municipality  the  assessment  was  up  to 
$46,000,000.  It  is  today  about  $19,000,000.  It  never  should 
have  been  more." 

But  South  Vancouver  is  not  an  isolated  instance.  It  merely 
affords  a  striking  and  notorious  example  of  a  malady  which  afflicts 
to  a  greater  or  less  extent  British  Columbia  municipal  finance  as  a 
whole,  the  natural  result  of  a  vicious  system  of  taxation  which  seeks 
to  throw  the  burden  of  municipal  government  wholly  on  a  section 
of  the  citizens,  combined  with  the  reckless  expenditure  which  is 
itself  in  no  small  degree  the  result  of  that  system. 

The  gravity  of  the  financial  situation  is  sufficiently  shown  by 
the  official  figures  given  by  Mr.  R.  Baird,  Inspector  of  Municipalities 
in  his  address  to  the  Convention  of  British  Columbia  Municipalities 
at  Penticton  on  September  19th,  1918.  Mr.  Baird  stated  that  in 
1917  the  municipalities  of  the  Province  in  the  aggregate  secured  a 
revenue  of  $10,700,000,  out  of  which  they  had  to  set  aside  more 
than  $9,000,000,  to  meet  uncontrollable  expenditures  such  as  sink- 
ing funds,  bond  interest,  etc.,  thus  leaving  about  a  million  and  a  half 
for  the  ordinary  expenses  of  municipal  administration.  Yet  in  the 
year  they  spent  $3,744,000  on  these  ordinary  expenses — an  over- 
expenditure  of  more  than  two  millions. 

Need  of  Central  Control — A  Local  Government  Board 

This  situation  has  led  at  last  to  a  very  general  recognition  of 
the  truth  that  a  greater  degree  of  central  control  than  has  hither- 
to existed  is  essential  if  sound  principles  are  to  govern  local  financi- 
al administration.  Accordingly,  in  Mr.  McDiarmid's  "Memoran- 
dum" relating  to  the  draft  of  a  new  Municipal  Act,  to  which  we 
have  already  had  occasion  to  refer,  we  find  that  the  most  important 
change  suggested  is  the  provision  for  this  central  control  by  the 
constitution  of  a  Local  Government  Board.  The  duties  and  pow- 
ers to  be  entrusted  to  the  Board,  which  is  to  consist  of  three  persons 
appointed  by  the  Lieutenant-Governor-in-Council,  are  very  com- 
prehensive, and  many  of  them  are  identical  with  those  of  a  Public 
Utilities  Commission.  But  the  point  which  concerns  Us  here  is 
that  the  first  and  most  important  function  of  the  proposed  Board 
is  "the  oversight  and  control  of  all  municipalities  in  all  matters 
affecting  the  finances  thereof". 

Rebates  and  Percentage  Additions — The  tax  levy  on  real  estate  is 
at  present  subject  to  a  system  of  rebates  for  prompt  payment,  the 
maximum  rebate  being  one-sixth  of  the  amount'  of  the  tax.  But 
this  system  renders  uncertain  the  yield  of  the  tax,  and  in  the 
draft  of  the  new  Municipal  Act  it  is  proposed  to  substitute  for 
these  abatements,  a  system  of  percentage  additions  on  delayed  pay- 
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ments, — 10  per  cent,  to  be  added  on  the  1st  day  of  July  in  each 
year,  and  a  further  5  per  cent,  on  the  1st  day  of  October. 

Wild  Land  Tax — The  definition  of  Wild  Land,  or  Unimproved  Land 
given  in  the  "Municipal  Act"  is  different  from  that  in  the 
Provincial  "Taxation  Act."  For  municipal  purposes  it  means, 
"land  claimed  by  any  person  on  which  there  shall  not  be 
existing  improvements  to  the  value  when  assessed  of  ten  dollars 
per  acre."  On  such  land,  the  municipalities  are  authorized  to  levy 
a  special  rate  not  exceeding  five  per  cent,  of  its  assessed  value.  Only 
a  small  minority  however  have  elected  to  do  so.  The  reason  for  this 
was  clearly  explained  by  the  late  Mr.  John  B.  McKilligan  who  long 
held  the  office  of  "Surveyor  of  Taxes  and  Inspector  of  Revenue."  It 
appears  that  where  vacant  land  in  municipalities — "wild  land" — 
has  been  subdivided  into  small  lots,  it  is  assessed  and  taxed  as  real 
property,  i.e.  on  the  same  basis  as  the  unimproved  value  of  the  land 
already  built  on.  Its  assessment  as  real  property  or  building 
land  is  higher  than  it  would  be  as  wild  or  agricultural  land,  while 
the  tax  rate  for  real  property  is  lower  than  the  "wild  land"  rate. 
/This  method  is  on  the  whole  more  productive  from  the  standpoint 
of  municipal  revenue,  while  a  higher  assessment  and  a  lower  tax 
rate  is  perhaps,  in  good  times  at  least,  more  grateful  to  the  pro- 
perty owner.  In  any  case,  in  Mr.  McDiarmid's  "Memorandum" 
it  is  proposed  that  in  the  new  Municipal  Act  "there  shall  be  no  wild 
land  tax." 

In  addition  to  their  revenue  from  the  Real  Estate  Tax  and  the 
Wild  Land  Tax,  the  Municipalities  also  raise  small  amounts  by 
means  of  the  Road  Tax  or  the  Statute  Labour  Tax,  the  Dog  Tax 
and  Licenses. 

Road  Tax — This  is  a  tax  of  not  more  than  $2  per  head  per  annum, 
levied  on  persons  between  the  ages  of  twenty-one  and  sixty  who 
have  been  resident  within  the  municipality  for  thirty  days.  Its 
imposition  is  optional  with  the  municipalities,  and  it  does  not  apply 
to  persons  paying  other  taxes  such  as  the  Real  Estate  Tax.  It  is 
thus  the  municipal  equivalent  of  the  Provincial  Poll  Tax. 

Statute  Labour  Tax — This  tax  is  levied  only  in  District  Municipali- 
ties where  there  is  no  Road  Tax,  (1)  on  males  between  the  ages  of 
twenty-one  and  sixty  who  have  resided  thirty  days  in  the  munici- 
pality, the  tax  not  exceeding  two  days  labour  in  any  one  year  which 
may  be  commuted  at  the  rate  of  $2  per  day ;  (2)  on  every  person 
assessed  for  land  at  not  more  than  $500,  at  the  rate  of  one  day's 
labour,  and  an  additional  day's  labour  for  every  $500  or  part 
tnereof.  But  the  rate  of  this  tax  on  landowners  may 
be  reduced  by  the  council.  It  may  also  be  commuted  at  a  rate 
not  exceeding  one  half  of  one  per  cent,  on  the  valuation.  The 
Municipal  Council  has  power  to  reduce  or  abolish  Statute  Labour, 
It  is  everywhere  admitted  to  be  a  wasteful  tax,  and  ought  to  be 
abolished. 
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Dog  Tax — This  is  a  tax  not  exceeding  $5  per  annum  upon  all  dogs 
over  the  age  of  six  months,  or  $10  for  a  kennel  of  five  or  more. 

Licenses — There  is  in  the  Municipal  Act  provision  for  the  usual 
system  of  licenses  on  trades  and  occupations.  But  the  rules  still 
governing  the  system  of  municipal  licenses  date  from  1872;  and, 
while  there  have  been  occasional  slight  changes  in  detail,  the  sys- 
tem has  never  been  remodelled  and  is  now  admitted  to  be  very 
much  in  need  of  a  thorough  revision. 

While  it  is  true  that  the  municipalities  obtain  small  sums 
by  means  of  the  Road  Tax  or  the  Statute  Labour  Tax,  the  Dog  Tax, 
and  Licenses,  there  is  none  the  less  serious  ground  for  Mr.  Mc- 
Diarmid's  plea  for  a  wider  basis  of  municipal  taxation:  "This  is 
the  only  Province  of  the  Dominion  in  which  the  municipality  has 

practically  nothing  to  tax  in  relief  of  the  land  tax It 

is  impossible,  in  my  opinion  to  put  the  case  for  some  substantial 
widening  of  the  taxing  power  of  the  municipality  too  strongly,  but 
any  one  of  a  dozen  courses  are  open  to  the  Minister  in  applying  a 
remedy."  f* 

The  plan  suggested  for  the  British  Columbia  Municipalities, 
re-classified  in  the  manner  already  explained,  is  as  follows:  In 
Municipalities  of  the  first  three  classes  it  is  proposed  that  a  rates 
by-law  shall  be  passed  annually  on  or  before  1st  February,  and  in 
those  of  the  fourth  class,  at  such  time  as  the  Council  may  deem 
fit,  by  which  land  and  improvements  will  be  taxed  according  to 
their  separate  assessed  value.  The  rates  are  to  be  sufficient 
to  provide  for  (a)  interest  and  sinking  funds  for  debts;  (b)  all 
amounts  necessary  for  schools;  (c)  all  lawful  purposes  of  the  com- 
munity of  a  rate  not  to  exceed  15  mills  on  the  dollar.  The  amount 
expected  to  be  raised  by  the  taxation  of  land  and  improvements 
is  not  to  exceed  60  per  cent,  of  the  total  revenue  in  municipalities 
of  the  first  class,  75  per  cent,  in  those  of  the  second,  and  85  per 
cent,  in  those  of  the  third  class.  No  municipal  wild  land  tax  is  to 
be  levied.  But  the  balance  of  the  municipal  income  is  to  be  raised 
by  means  of  licenses,  personal  property  tax,  business  tax  and  in- 
come tax. 

Such  is  the  scheme  outlined  in  the  Memorandum.  But  it  is 
clear  that  the  utilization  of  the  personal  property  and  income 
taxes  for  municipal  purposes  would,  if  adopted,  represent  a  mate- 
rial modification  of  the  existing  relations  between  the  Provincial 
and  Municipal  revenue  systems  of  British  Columbia.  The  personal 
property  tax,  it  may  be  suggested,  is  hardly  likely  to  prove  more 
successful  as  a  municipal  tax  than  it  has  been  as  a  provincial  tax. 
Whatever  be  the  outcome,  the  force  of  the  argument  for  widen- 
ing the  basis  of  municipal  taxation  is  beyond  question.  There 
seems  no  good  reason  why  the  municipalities  should  be  prohibited, 
as  they  have  been  since  1892,  from  taxing  improvements  on  more 
than  50  per  cent,  of  their  assessed  value. 
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VICTORIA  GITY 


The  City  of  Victoria  while  governed  under  the  general  Municipal 
Act  deserves  special  consideration,  not  only  because  it  is  the  capital 
city  of  British  Columbia  but  because  its  recent  financial  history 
provides  an  interesting  commentary  on  the  policy  of  exempting 
improvements  from  taxation.  Victoria  is  a  city  with  an  area  of 
4,637  acres,  the  present  population  of  which  is  estimated  at  45,000, 
with  over  20,000  more  in  the  suburban  municipalities  of  Oak  Bay, 
Saanich,  and  Esquimalt.  In  common  with  other  cities  of  Western 
Canada,  Victoria  has  suffered  a  considerable  decline  in  population 
within  the  last  five  years.  Its  attractions  as  a  residential  city, 
however,  ensure  it  a  greater  element  of  stability  than  is  possessed 
by  others  less  favored  by  nature  and  dependent  for  their  attrac- 
tiveness entirely  on  local  industrial  conditions.  Recently,  the  pro- 
sperity of  the  farming  population  of  the  Prairie  Provinces  has  con- 
tributed to  increase  Victoria's  population  during  the  winter  months, 
and  it  is  now  also  benefiting  from  railway  development,  and  from 
the  revival  of  shipbuilding.  It  is  possible,  however,  to  over- 
estimate the  durability  of  this  advantage. 

Like  the  other  municipalities  of  British  Columbia,  Victoria 
has  always  depended  for  its  revenue  mainly  on  the  taxation  of  real 
estate.  Prior  to  1892,  improvements,  like  land,  were  assessed  and 
taxed  on  their  full  value,  but  the  rate  levied  on  improvements  was 
only  7.5  mills  as  against  15  mills  on  land.  Between  1892  and  1896 
improvements  were  assessed  sometimes  at  50  and  sometimes  at 
25  per  cent,  of  their  value  and  taxed  on  the  full  assessment,  but 
at  rates  distinctly  lower  than  those  on  land.  In  1897,  improvements 
were,  as  was  now  required  by  law,  assessed  on  their  full  value  but 
on  to  1910  they  were  taxed  only  on  50  per  cent,  of  their  value.  In 
1911,  after  an  election  had  been  held  on  that  issue,  they  were  wholly 
exempted  from  taxation,  and  have  continued  so  ever  since.  It  is 
admitted  however  that  in  Victoria  as  in  Vancouver  the  transition 
to  the  "Single  Tax"  was  not  the  result  of  a  deliberate  and  well 
thought  out  policy,  but  largely  of  the  nature  of  an  accident  due 
to  the  fact  that  the  sudden  rise  in  the  land  value  assessment  was 
yielding  an  abundant  revenue  without  taxing  improvements.  As 
the  following  table  shows,  the  land  value  assessment  in  1911  was 
more  than  8V2  million  dollars  in  excess  of  the  combined  assessment 
for  1910,  and  nearly  14 V2  millions  in  excess  of  the  taxable  assess- 
ment of  that  year. 
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Victoria  Assessments  1908 — 1917 

Land  Improvements  Total 

1908   $15,386,360  $  9,264,490  $  24,650,850 

1909   17,961,060  10,365,060  28,326,120 

1910   26,288,892  11,602,130  37,890,000 

1911   46,516,205  13,491,780  60,007,985 

1912   71,670,770  17,071,360  88,742,130 

1913 89,130,150  23,152,540  112,282,690 

1914   89,151,990  26,803,940  115,955,930 

1915   80,751,035            -  28,191,545  108,942,580 

1916   62,641,219  25,302,431  87,943,650 

1917   53,694,922  25,196,630  78,891,552 

It  will  be  seen  that  the  assessment  of  Victoria  for  land  and 
improvements  combined,  rapidly  increased  from  $24,650,850  in  1908 
to  $88,742,130  in  1912  and  $115,955,930  in  1914.  Since  then  there 
has  been  a  rapid  reduction  to  the  1917  level  of  $78,891,552.  A 
further  substantial  reduction  is  being  made  this  year  and  it  is  in- 
timated* that  the  land  assessment  will  be  approximately  45  million 
dollars,  or  little  more  than  half  that  of  1914.  It  was  admitted 
that  the  assessments  had  become  very  inequitable  as  between 
different  classes  of  property,  and  at  last  session  of  the  British 
Columbia  Legislature,  provision  was  made  in  the  "Victoria  City 
Relief  Act  1918  (No.  2) "  for  the  appointment  of  two  Commissions, 
each  consisting  of  three  members.  The  one  was  to  revise  the 
assessment  roll  and  as  far  as  possible  equalize  assessments  "by 
rectifying  the  classification,  or  reducing  or  increasing  the  assessed 
value  of  any  land,  on  the  same  street,  in  the  same  vicinity  or  of 
the  same  or  a  similar  class."  The  aggregate  assessed  value  of 
the  rateable  land  of  the  City  was  not,  however,  to  be  reduced  below 
forty-five  million  dollars.  The  Commissioners  it  was  reported  in 
Septembc"'  had  prepared  the  new  roll  by  which  some  of  the  heavy 
burden  on  semi-business  property  had  been  removed,  and  the  assess- 
ment raised  on  high  class  residential  sites,  while  the  aggregate 
land  assessment  had  been  reduced  almost  to  the  $45,000,000  set  as 
the  limit  by  the  Relief  Act.  The  assessment  is  without  appeal 
and  binding  also  on  the  Council. 

The  other  Commission  was  to  re-adjust  the  local  improvement 
charges,  and  instruct  the  council  as  to  the  relief  to  be  given  at  the 
expense  of  the  corporation.  Provision  was  made  in  the  Relief  Act 
for  the  payment  of  the  commissioners;  but  in  both  cases  public 
spirited  citizens  gave  their  services  free  of  charge. 

Like  other  cities  of  Western  Canada  that  have  unduly  restrict- 
ed the  basis  of  taxation  by  adopting  the  policy  of  exempting  im- 
provements, Victoria  has  experienced  the  difficulties  arising  from 

•"Victoria  Daily  Times",  18th  September,  1918. 
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the  growing  tax  delinquency  since  the  collapse  of  the  real  estate 
boom.  At  the  close  of  1917  the  arrears  of  general  taxes  amount- 
ed to  $1,803,604  and  those  of  local  improvement  taxes  to  $1,254,016,' 
making  a  total  of  $8,63^055  of  unpaid  taxes  accumulated  since 
1913.  As  a  natural  consequence,  there  was  outstanding  on  Dec  1 
31st,  1917,  a  bank  overdraft  on  general  revenue  account  of  $210,000 
and  another  on  local  improvement  account  of  $359,909.82,  or 
$569,909.82  in  all. 

Meanwhile  the  debenture  debt  of  the  city  has  been  growing 
apace,  as  will  be  seen  from  the  following  table. 

Debenture  Debt 

General  Purposes      Local  Improvements      Total 

1909   $  3,728,772  $    505,245  $  4,234,017 

1913   9,220,310  4,925,974  14,146,284 

1917  10,450,069  8,526,786  18,976,855 

The  debenture  debt  of  the  city  for  general  purposes  at  De- 
cember 31st,  1917,  was  constituted  as  follows : 

Schools $  1,500,888.69 

Streets  and  Bridges  175,000.00 

Waterworks  4,227,260.59 

Sewers 2,356,866.67 

Surface  Drainage  275,000,00 

Fire  Protection 139,026.68 

Electric  Lighting 130,000,00 

Miscellaneous   1.646,026.67 


$10,450,069.30 


The  financial  difficulties  of  the  City,  consequent  on  the  accumul- 
ation of  arrears  of  taxes  and  the  monetary  stringency,  had  become 
so  acute  that  the  Provincial  Legislature  had  at  its  last  session  to 
pass  an  Act,  "The  Victoria  Relief  Act",  by  which  the  City  of  Vic- 
toria was  granted  greater  powers  than  it  possessed  under  the  gen- 
eral Municipal  Act  in  respect  of  the  renewal  or  extension  of  time  for 
payment  of  treasury  certificates  and  treasury  bills  falling  due  on  1st 
February  1919. 

By  the  same  enactment,  provision  was  made  for  the  payment  of 
arrears  of  taxes  on  a  plan  which  might  be  expected  to  stimulate 
such  payment  and  so  relieve  the  financial  difficulties  of  the  City. 
By  this  plan,  those  with  arrears  of  taxes  up  to  31st  De- 
cember, 1917,  might  either  (a)  receive  a  full  discharge  by  paying 
on  or  before  15th  September,  1918,  90  per  cent,  of  General  Taxes, 
the  full  amount  of  Local  Improvement  Taxes,  and  half  the  interest 
due  on  the  whole ;  or  (b)  spread  the  payment  over  10  years  by  pay- 


28  MUNICIPAL  TAXATION 


ing  on  or  before  15th  September,  1918,  and  subsequent  years,  one 
tenth  of  90  per  cent,  of  the  General  Taxes,  the  whole  of  the  Local 
Improvement  Taxes,  90  per  cent,  of  the  interest  on  General  Taxes 
to  1st  January,  1918,  and  the  whole  of  the  interest  on  Local  Im- 
provement Taxes  to  the  same  date,  together  with  interest  at  7  per 
cent,  on  the  capital  sum  from  1st  January  to  15th  September  of 
the  first  year,  and  7  per  cent,  per  annum  for  subsequent  years  on 
the  unpaid  balance. 

Under  the  scheme  large  payments  of  arrears  were  being  made 
when  the  writer  was  in  Victoria,  and  it  was  estimated  that 
between  one-and-a-half  and  two  million  dollars  had  been  paid  up 
by  15th  September.  This  brings  much  land  once  more  into  the 
taxpaying  category  and  so  far  tends  to  improve  the  financial 
position  of  the  City. 

S 

For  those  tax  delinquents  who  fail  to  take  advantage  of  one  or 
other  of  the  above  methods  of  payment,  there  remains  the  argu- 
ment of  the  Tax  Sale.  There  have  been  no  tax  sales  in  Victoria 
since  1915,  when  one  was  held  for  the  arrears  of  1912  and  1913. 
But  under  the  Victoria  Relief  Act  a  sale  must  be  held  this  year. 
Arrears  of  taxes  are  diminishing  and  the  City  is  now  in  a  better 
financial  position  than  for  some  time  back. 

But  while  the  City  continues  for  this  year  to  exempt  im- 
provements from  taxation,  that  policy  is  by  no  means  popular. 
It  is  felt,  however,  that  any  change  towards  taxation  of  improve- 
ments can  only  be  gradual.  Several  large  blocks  have  been 
erected  under  the  exemption  system,  and  on  the  assumption  that 
it  was  a  settled  policy.  This,  it  is  said,  constitutes  an  argument 
against  a  sudden  change.  It  may  be  so,  but  surely  the  argument 
from  vested  interest  should  have  been  equaly  valid  as  a  protec- 
tion to  the  landowner  in  1911.  In  any  case,  it  is  now  generally 
admitted  that  exemption  of  improvements  is  not  a  settled  policy  in 
Victoria. 

The  tax  revenue  of  the  City  for  the  year  1917  was  derived 
from  the  following  sources: 

General  Taxes  $711,918.33 

Special  Rates    (Water  Frontage,  Boulevard,  Cluster 

Light,  Sewers)    62,398.79 

Dog  Tax  ($2.00  per  annum)   4,505.00 

Licenses  (Liquor  and  Trades) 50,244.40 

Road  Tax  ($2.00  if  no  property  taxes  paid.    Original- 
ly a  commuted  Labour  Tax)    6,370.00 

$835,436.52 
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The  tax  levy  for  1917  was  23.14  mills,  of  which  10.36  was  for 
the  service  of  the  City's  debt,  9  for  general  municipal  purposes, 
2.95  for  schools  and  .84  for  health. 

From  the  real  estate  tax  there  are  the  usual  exemptions  pre- 
scribed by  the  Municipal  Act.  Church  land,  it  must  be  noted,  is 
not  now  exempted.  That  was  settled  for  the  Province  generally 
after  debate  in  the  Legislature  last  session. 
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VANCOUVER  CITY 

The  City  of  Vancouver  was  incorporated  by  special  charter  in 
1886,  and,  unlike  Victoria,  has  not  elected  to  operate  under  the  provi- 
sions of  the  general  Municipal  Act.  The  Vancouver  Charter  has 
been  often-times  amended,  and  was  revised  and  consolidated  in 
1900,  but,  owing  to  numerous  amendments  since  then,  is  again 
much  in  need  of  consolidation. 

The  problem  of  taxation  in  Vancouver  is  somewhat  different 
from  that  qf  the  cities  of  the  Prairie  Provinces.  As  a  rule,  these 
cities  contain  within  their  boundaries  all,  and  often  more  than  all, 
the  territory  their  population  is  likely  to  occupy  within  any  future 
that  need  be  considered.  Vancouver,  on  the  other  hand,  with  an 
area  of  10,784  acres,  and  a  population  estimated  at  present  at 
105,000,  is  from  the  fiscal  standpoint  at  a  disadvantage,  in  that  an 
exceptionally  large  proportion  of  those  whose  incomes  are  earned 
within  the  city  reside  beyond  its  limits.  The  suburban  munici- 
palities: North  Vancouver,  Burnaby,  South  Vancouver  and  Point 
Grey,  are  in  reality  the  residential  quarters  of  Greater  Vancouver, 
but  are  beyond  the  tax  jurisdiction  of  the  City  Council.  In  the 
absence  of  amalgamation,  too,  this  difficulty  will  naturally  become 
accentuated  with  the  lapse  of  time,  as  the  suburbs  grow  and  the  city 
tends  more  and  more  to  become  a  mere  business  quarter.  This  is 
a  situation  that  must  not  be  overlooked  by  those  who  would  under- 
stand the  problem  of  municipal  taxation  as  it  presents  itself  in 
Vancouver. 

The  Real  Estate  Tax 

From  the  first,  the  bulk  of  the  city's  revenue  has  been  derived 
from  the  taxation  of  real  estate;  and  in  1917,  out  of  the  total  in- 
come on  general  revenue  account  of  $4,799,088,  the  general  levy 
and  local  improvement  taxes  together  amounted  to  $4,116,334,  or 
85.7  per  cent. 

The  principle  laid  down  in  the  city  charter  for  the  assessment 
of  real  estate  is  the  same  as  that  prescribed  by  the  Municipal  Act. 
All  rateable  property  is  to  be  estimated  "at  its  actual  cash  value  as 
it  would  be  appraised  in  payment  of  a  just  debt  from  a  solvent 
debtor,"  the  value  of  the  improvements  being  estimated  separately 
from  the  value  of  the  land.  The  exemptions  from  taxation  allowed 
by  the  charter  are  very  limited,  and  church  property  is  not  amongst 
them. 

Exemption  of  Improvements  from  Taxation 

As  early  as  1891  the  Vancouver  City  Council  had  authority 
under  the  charter  for  the  partial  or  complete  exemption  by  by-law 
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of  improvements  from  taxation.  The  power,  however,  at  first 
ramained  in  abeyance,  and  it  was  not  till  1895  that  the  first  step 
was  taken  in  this  direction.  The  City  Council  in  that  year  ex- 
empted 50  per  cent,  of  the  assessment  of  buildings  and  improve- 
ments. And,  as  this  was  just  at  a  time  when  what  was  to  prove 
a  decade  of  stagnation  had  not  long  begun — when  land  values  were 
actually  falling  and  the  value  of  improvements  at  the  best  increas- 
ing but  slowly — the  result  was  a  contraction  of  the  combined 
assessment  on  which  the  real  estate  tax  was  levied.  The  tax  rate, 
however,  was  left  as  before  at  16  mils,  and  there  was  thus  a 
shrinkage  in  the  amount  of  the  tax  levy.  Indeed,  the  level  of 
1894  was  not  again  reached  till  1903,  when  the  period  of  rapid  in- 
dustrial development  and  speculative  activtiy,  which  was  to 
characterise  the  next  ten  years,  was  just  beginning. 

In  1905  a  proposal  to  tax  buildings  on  only  40  per  cent,  of  the 
assessment  was  heavily  defeated  in  the  Council.  But  next  year, 
1906,  the  land  value  assessment  having  suddenly  leapt  from 
$16,739,'640  to  $25,101,760,  it  was  resolved  to  tax  buildings  on  only 
25  per  cent,  of  their  assessed  value.  This  still  left  the  combined 
taxable  assessment  of  land  and  buildings  nearly  $5,982,000  in  ex- 
cess of  that  of  the  previous  year.  The  tax  rate,  which  since  1901 
had  stood  at  18  mills,  was  now,  apparently  as  a  precautionary 
measure,  raised  to  20  mills,  but  resulted  in  a  large  surplus. 

Again,  in  1910,  when  it  was  decided  to  remove  the  tax  from 
the  remaining  25  per  cent,  of  the  improvements  assessment,  and 
thus  entirely  exempt  buildings  from  taxaton,  the  land  value  assess- 
ment had  risen  in  one  year  from  $48,281,000  to  $76,882,000.  This 
gave  a  taxable  assessment  of  land  values  alone,  greater  by  nearly 
$22,500,000  than  the  taxed  assessment  ($54,383,000)  of  land  and 
buildings  combined  in  the  previous  year. 

The  whole  movement  from  its  inception  seems  to  have  aroused 
very  little  interest  among  the  great  body  of  the  citizens ;  and  from 
this  brief  survey  of  the  facts  it  would  appear  that  whatever  in- 
fluence, if  any,  the  specious  reasoning  of  the  "single  taxers''  may 
have  had  in  bringing  about  the  initial  reduction  of  the  taxed  as- 
sessment of  improvements  in  1895,  there  is  no  need  to  look  for  any 
such  influence  to  account  for  the  steps  of  1906  and  1910,  by  which 
the  complete  exemption  of  buildings  from  taxation  was  reached. 
The  familiar  arguments  touching  the  virtue  of  taxing  the  absentee 
landowner  who  thrives  by  the  industry  of  others,  and  encouraging 
the  good  citizen  by  untaxing  industry,  which  fell  on  deaf1  ears  in 
1905,  were  not  needed  in  1906  and  1910  when  land  values  were 
bounding  upwards.  The  phenomenally  rapid  increase  in  land 
values  was  undoubtedly  the  chief  factor  in  bringing  about  the 
change.  It  at  once  furnished  the  opportunity  and  stifled  oppo- 
sition. 
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The  Vancouver  City  Council  simply  accepted  in  practice  the 
conception  of  taxation  held  by  Colbert,  the  great  minister  of  Louis 
XIV,  who  denned  it  as  "the  art  of  plucking  the  goose  so  as  to  get 
the  maximum  amount  of  feathers  with  the  least  possible  squeal- 
ing." To  tax  land  values  only>  was,  under  the  existing  conditions, 
to  follow  the  path  of  least  resistance.  The  tax,  possessing  for  the 
time  the  primary  requisite  of  productiveness,  was  eminently  satis- 
factory from  the  standpoint  of  the  city  exchequer.  In  vain  was  it 
pointed  out  that  such  a  wanton  disregard  of  Adam  Smith's  canon  of 
equality  would  ere  long  endanger  the  health  of  the  real  estate  goose. 
As  a  matter  of  fact,  the  bird  soon  languished,  and  its  contribution 
to  the  annual  levy  of  feathers  speedily  fell  into  arrears. 
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Arrears  of  Taxes  and  the  Shirking  of  Tax  Sales 

The  arrears  of  taxes  as  will  be  seen  from  the  table  given 
above,  have  accumulated  rapidly  since  1906,  when  they  stood  at 
$74,705,  and  with  startling  ,  rapidity  since  1913  when  they 
amounted  to  $732,695,  till  at  the  close  of  1917  they  had  risen  to 
$5,043,111,  of  which  $4,123,086  were  general  taxes  and  $920,025 
local  improvement  taxes  If  to  this  we  add  the  accrued  interest 
on  delinquent  taxes,  amounting  to  $356,230,  we  have  a  grand 
total  of  $5,399,340  owing  to  the  city  by  the  owners  of  land 
within  its  boundaries. 

This  accumulation  of  tax  arrears  has  become  a  serious  men- 
ace to  the  financial  position  of  the  city.  On  December  31sJt, 
1917,  for  example,  there  was  a  debt  on  treasury  notes  amounting 
to  $3,020,000  borrowed  on  the  security  of  specific  tax  arrears. 
Against  this  there  were  reserve  funds  for  redemption  to  the 
amount  of  $521,782,  leaving  a  balance  of  $2,498,218  secured  by 
nothing  save  tax  arrears  the  payment  of  which  the  city  appa- 
rently dare  not  enforce.  There  has  been  no  tax  sale  since  1909. 
Time  and  again  the  proposal  had  been  shelved  on  the  plea  that 
the  time  was  inopportune,  and  that  a  tax  sale  would  cause  un- 
necessary hardships.  This  reluctance  to  bring  the  matter  to  an 
issue  has  admittedly  been  productive  of  gross  abuses.  Many  cer- 
tainly cannot  pay,  but  others  will  not  so  long  as  tax  sales  are  held 
in  abeyance.  The  treatment  of  the  most  recent  proposal  for  a  tax 
sale  may  be  cited  in  illustration  of  the  attitude  of  the  Vancouver 
City  Council. 

On  October  20th,  1918,  at  a  meeting  of  the  Council,  it  was 
stated  by  the  chairman  of  the  Finance  Committee  that  the  total 
of  tax  arrears  then  stood  at  $5,750,000,  which  included  some 
$750,000  of  this  year's  levy,  while  the  city  had  heavy  payments 
to  meet  in  December  and  more  especially  in  June  next.  He,  there- 
fore, brought  in  a  by-law  to  authorize  a  tax  sale  this  year  covering 
all  lands  on  which  taxes  were  in  arrears  up  to  1915.  This  was 
opposed  by  the  Mayor  and  defeated  by  his  casting  vote.  Mayor 
Gale  stated  that  there  were  6,950  owners  of  property  in  arrears 
and  a  tax  sale  would  bring  distress  to  at  least  fifty  per  cent  of 
these. 

In  fine,  it  comes  to  this :  that  having  adopted  the  heroic  policy 
of  concentrating  the  taxation  necessary  to  meet  the  expenses  of 
city  government  wholly  on  the  landowner,  the  Council  has  for 
years  confessed  itself  impotent  to  enforce  payment.  A  policy  that 
culminates  in  such  an  impasse  stands  in  need  of  no  further  con- 
demnation. 

It  seems  probable  that  a  solution  of  the  difficulty  will  have  to 
be  sought  in  a  compromise  arrangement  similar  to  that  in  opera- 
tion in  Victoria.  By  the  Act  amending  the  City  Charter  passed  at 
last  session  of  the  Legislature,  the  City  Council  obtained  power  to 
pass  a  by-law  capitalizing  arrears  of  taxes  up  to  the  end  of  1918, 
together  with  accrued  interest  thereon,  and  giving  delinquents  an 
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opportunity  to  clear  off  their  arrears  in  ten  annual  payments, 
interest  being  charged  at  the  rate  of  8  per  cent,  per  annum  from 
1st  January,  1919.  If  this  arrangement  is  adopted,  tax  sales  be- 
come compulsory ;  for  the  statute  requires  that  the  Council  shall  in 
each  of  the  years  1919-1928  pass  a  by-law  authorizing  the  sale  of 
any  land  on  which  the  owner  has  not  paid  by  15th  Sept.  one-tenth 
of  the  capital  sum  in  arrears,  with  interest. 

This  however,  can  provide  but  a  temporary  palliative,  which 
leaves  altogether  untouched  the  root  of  the  evil — the  narrow  and 
unreliable  basis  of  civic  revenue. 

Meanwhile,  as  will  be  seen  from  the  general  revenue  account 
for  1917,  given  below,  out  of  a  total  expenditure  of  $4,716,573.07, 
the  provision  in  the  form  of  interest  and  sinking  funds  for  the  ser- 
vice of  the  city's  debt  accounted  for  $2,356,580.54,  or  almost  50  per 
cent.  If  to  his  we  add  the  $245,010.94  required  for  the  service  of 
the  waterworks  debt,  we  have  a  grand  total  to  be  provided  annually 
of  $2,601,591.48  for  interest  and  sinking  funds,  absorbing  almost 
half  the  total  revenue  of  the  city  on  both  general  and  waterworks 
accounts. 


CITY  OF  VANCOUVER 
Revenue  Account  for  the  Year  Ended  December  31st,  1917 


INCOME 

General  Revenue  Account   (see  below)    $4,799,088.10 

Waterworks    Revenue    Account     430,484.54 


$5,229,572.64 


EXPENDITURE 

General  Revenue  Account   (see  below)    $4,716,573.07 

Water  Works   Revenue   Account   398,184.57 

$5,114,757.64 

Surplus,  General  Revenue $         82,515.03 

Surplus,   Water  Works   Revenue   32,299.97 

114,815.00 

$5,229,572.64 
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General  Revenue  Account  *or  tne  Year  Ended  31st  December,  1917 

INCOME 

General  Taxes,  1917,  fross  levy  . $3,723,315.78 

Less    Rebates     231,703.44 

Net     *$3, 491,612. 34 

Local  Improvement  Taxes,  1917 — 

Paving $  406,078.73 

Cement    Walks    $  406,078.73 

Sewers     6,445.27 

Street  Widening  ". 82,264.81 

Ornamental    Lighting   13,330.26 


616,273.76 
Street    Sprinkling    Taxes,    1917    8,448.15 


$4,116,334.25 

Sundry  Licenses   $    133,902.20 

Sundry    Rentals    16,452.32 

Sundry  Fees  and  Receipts  147,309.38 

297,663.90 

Government   Grant   for   Schools    185,997.45 

Interest  on   Commutations   162.25 

Interest  Accrued  on   Delinquent  Taxes   194,449.50 

Adjustment  of  Unexpired  Insurance    4,480.75 

♦Collected    $2,117,229.32. 

Outstanding     1,374,383.02 


$3,491,612.34  $4,799,088.10 


EXPENDITURE 
General  Expenditure — 

Finance    Committee    $    471,685.91 

Fire    and    Light    Committee    336,525.59 

Police    Committee    300,640.37 

Health    Committee    40,352.07 

Parks    Committee    48,336.72 

Library   Board    27,997.31 

Works   Committee    360,677.58 

Market    Committee    1,142.62 

Industrial   Committee    5,606.17 

Relief    Committee    60,481.83 

$1,653,446.17 
School    Trustees,      Operating      and    Main- 
tenance      $706,546.36 

School      Trustees,       Sinking      Fund      and 

Interest    on    School    Debentures    213,432.52 

919,978.88 

$2,573,425.05 
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interest  and   Sinking  Fund   Provision   for  Debentures   other  than 

those   for   Water   Works   and    School    Purposes    1,915,662.91 

Interest  and  Expense  on  Treasury  Notes  $190,710  00 

Interest    on    Bank    advances,    etc.    (net)     36,775.11 

227,485.11 

$4,716,573.07 
Balance    (surplus)    carried  to   Revenue   Surplus  Account   82,515.03 

$4,799,088.10 


The  following  estimate  of  public  expenditure  in  the  building 
up  and  maintenance  of  Vancouver  City,  supplied  by  the  Chairman 
of  the  Finance  Committee,  gives  some  idea  of  the  extent  to  which 
the  owners  of  land  have  been  over-taxed  under  the  system  which 
exempts  improvements: — 

CITY  OP  VANCOUVER 
Capital  Expenditure  on  Construction 

Streets $  4,414,100.00 

Bridges    2,828,500.00 

Sewers    4,440,000.00 

Water    4,749,351.20 

$26,165,352.22 

Fixed   Charges   on   Outlay,    approximately    $   1,800,000.00=78%   of  whole 

fixed  charges 
Maintenance  and  Upkeep   200,000.00 

$2,000,000.00 


Capital  Expenditure  on  Improvement^ 

Fire,    Police,   Parks,   Schools,   Hospitals,    etc   $   9,311,200.00 

Local    Improvements    (Lighting) 107,881.93 

$    9,419,081.93 

Fixed  Charges   on    Outlay,    approximately   $       500,000.00  =  22%  of  whole 

fixed  charges 
Maintenance    and    Operating    1,500,000.00 

$    2,000,000.00 

Land    Assessment    $140,000,000.00 

Improvements,    approximately    70,000,000.00 

$210,000,000.00 
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According  to  above  analysis  an  equal  amount  should  be  raised  from  land 
and  from  improvements  ($2,000,000.00  from  each,  i.e.,  50%  each).  As  the 
assessment  of  land  is  double  that  of  improvements  (a  proportion  of  2  to  1),  the 
relative  position  would  be  as  follows,  according  to  basis  of  taxation: — 


Propn.  borne 
by  Land 

Propn.  borne 
by  Improvements 

Excess  against  land 
abo?e  50% 

66  2-3 

33  1-3 

16  2-3 

"          "         50% 

83  1-3 

16  2-3 

33  1-3 

"         25% 

912-3 

8  1-3 

41  2-3 

Nil 

.   100 

50=Double 

Taxation 

The  Return  to  a  Broader  Basis  of  Taxation 

Already,  however,  there  are  not  wanting  evidences  that  Van- 
couver is  awakening  to  the  dangers  inherent  in  her  present  fiscal 
system,  and  to  the  need  of  returning  to  a  safer  practice  based  on  a 
sounder  theory  of  taxation.  Tempora  mutantur,  nos  et  mutamur 
in  Mis.  Just  as  rising  land  values  and  surplus  revenues  led  to  the 
exemption  of  improvements  from  taxation,  so  the  contraction  of 
land  values,  the  accumulation  of  arrears  of  taxes,  and  growing 
debts  have  already  brought  about  the  first  step  in  the  reversal  of 
that  policy.  Vancouver,  unlike  the  cities  of  Alberta  and  Saskatche- 
wan, has  power  to  exempt  or  to  tax  improvements  without  appeal- 
ing to  the  Provincial  Legislature,  and  this  year  it  has  exercised  that 
power  by  taxing  improvements  on  25  per  cent,  of  their  assessed 
value. 

Moreover,  the  bill  amending  the  Vancouver  Incorporation  Act, 
promoted  by  the  city  council  at  last  session  of  the  Legislature,  con- 
tained a  clause  validating  a  by-law  for  the  imposition  of  a  business 
tax ;  and  the  rejection  of  the  clause  by  the  Legislature  was  entirely 
owing  to  the  organised  opposition  of  the  Retail  Merchants'  Asso- 
ciation. 

This  scheme  for  a  business  tax  is  interesting  as  a  combination 
of  the  Winnipeg  and  Ontario  systems.  In  Ontario  the  assessed 
capital  value  of  the  real  estate  occupied  is  taken  as  the  basis,  and 
for  the  purpose  of  the  business  tax  the  different  businesses  and 
professions  are  classified,  and  taxed  at  a  uniform  rate  but  on  differ- 
ent percentages  of  the  assessed  value  of  the  real  estate.  In  Win- 
nipeg the  assessed  annual  rental  value  of  the  premises  occupied  is 
taken  as  the  basis,  and  the  business  tax  is  a  uniform  percentage 
(6%  per  cent.)  of  this  annual  value  on  all  classes  of  business.  The 
Vancouver  City  Council's  scheme  would  take  the  annual  rental 
value  of  the  land  occupied,  classify  the  different  businesses  and 
professions,  and  levy  a  uniform  rate  on  different  percentages  of 
this  annual  land  value,  e.g.,  on  100  per  cent,  in  the  case  of  distil- 
leries, 60  per  cent,  for  wholesale  merchants,  50  per  cent,  for  retail 
merchants,  and  so  on.    But  when  the  taxable  assessment  so  ob- 
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tained  for  any  person  would  be  less  than  $200  he  would  be  assessed 
at  $200. 


To  meet  the  objection  taken  that  net  income  is  the  fairest  test 
of  tax-paying  capacity,  and  that  this  scheme  does  not  take  suffi- 
cient account  of  differences  in  the  income  obtained  even  within  the 
same  class  of  business  or  profession,  the  chairman  of  the  Finance 
Committee  of  the  Council  has  prepared  a  scheme  for  a  business 
surtax.  For  this  purpose  it  is  proposed  that  income  returns  as 
submitted  to  the  Provincial  Government  by  persons,  companies, 
corporations,  etc.,  doing  business  in  Vancouver,  be  available  for  use 
by  the  city  in  connection  with  the  business  tax  assessment;  and 
that  when  the  net  income  of  any  business  shown  on  such  returns 
exceeds  the  assessed  rental  value  of  the  business  on  the  city's 
assessment  roll,  capitalised  on  a  20  per  cent,  basis,  then  any  such 
excess  income  (less  the  amount  of  provincial  income  tax  payable) 
shall  be  subject  to  a  surtax  at  a  rate  bearing  the  same  proportion 
to  the  business  tax  rate  as  the  assessed  annual  rental  bears  to  the 
capitalised  sum.  But  no  surtax  is  to  be  chargeable  unless  the  net 
income  shown  exceeds  $1,500. 

The  following  table  supplied  by  Alderman  Kirk,  chairman  of 
the  Finance  Committee,  illustrates  the  combined  application  of  the 
proposed  business  tax  and  surtax : — 

BUSINESS  TAX  PAYABLE  ON  INCOME  OF  $6,000.00 

Example  showing 
Exemption 
50  p.c. 
$300.00 
200.00(Min.) 
20.00(Min.) 


Class  50  p.c. 

Rent    per    annum $1,200.00 

Assessment   600.00 

Tax,   10   per  cent 60.00 

Surtax  calculation) 
Provincial  Tax       )     3,000.00 

omitted )  $6,000.00 

3,000.00 
2  p.c. 

Surtax $     60.00 

Gross  Tax 120.00 


50  p.c. 

$2,400.00 

1,200.00 

120.00 

6,000.00 
$6,000.00 


Nil. 
120.00 


50  p.c. 
$1,800.00 
900.00 
90.00 

4,500.00 

$6,000.00 

1,500.00 

2  p.c. 
$    30.00 
120.00 


75  p.c. 
$1,200.00 
900.00 
90.00 


4,500.00  Exmptn    1,500.00 

$6,000.00  Income  $1,500.00 

1,500.00  

2  p.c. 
$    30.00  Nil 

120.00  $20.00 


TORONTO 

Rent    $1,200.00 

Capital  value,   10%   deprecia- 
tion     12,000.00 

Assessed  3,000.00 


Tax,   2%%    ... 
Surtax,  2%% 


75.00 
75.00 


$150.00 


WINNIPEG 

Rent    $1,200.00 

Tax,  6  %  of  rent 80.00 

The  argument  for  a  city  business  tax  is  peculiarly  strong  in 
the  case  of  Vancouver,  owing  to  the  large  proportion  of  its  business 
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people  who  reside  ,as  we  have  seen,  in  the  suburban  municipalities. 
But  if  it  is  desired  to  levy  a  business  tax  on  the  basis  of  the  net 
income  derived  from  business,  then  the  Dominion  and  Provincial 
income  tax  returns  would  seem  to  afford  a  more  reliable  means  of 
ascertaining  business  incomes  than  any  outward  signs  such  as 
rental  values,  however  carefully  the  businesses  may  be  classified. 

City  Bank  Tax — There  has  been  for  the  past  two  years  what  is 
sometimes  described  as  a  business  tax  on  banks,  at  the  rate  of  $800 
for  a  head  office  and  $150  each  for  branches.  In  its  present  form 
this  is  essentially  a  license,  and  the  yield,  amounting  in  1917  to 
$16,550,  is  rightly  included  amongst  the  revenue  from  licenses. 

Licenses 

It  is  possible,  indeed,  that  fc.  view  of  the  adverse  vote  in  the 
Legislature  last  session,  the  general  business  tax  proposal  may  be 
abandoned  for  the  time,  and  an  ;  ttempt  made  to  secure  the  neces- 
sary revenue,  and  at  the  same  time  tax  business  profits,  by  means 
of  a  general  license  system. 

In  the  city  charter  a  number  of  specific  licenses  are  desig- 
nated, those  on  certain  businesses  running  up  to  between  two  and 
three  hundred  dollars  per  annum.  Moreover,  by  recent  Amend- 
ment Acts  the  city  has  been  given  the  right  to  license  any  busi- 
ness, profession,  or  calling  it  was  not  already  empowered  to  license. 
At  present,  however,  only  about  25  per  cent,  of  the  businesses 
in  Vancouver  really  pay  licenses.  In  fact  ,it  may  be  said  that  in 
Vancouver,  hitherto,  licenses  have  only  been  issued  in  the  case 
of  businesses  and  amusements  for  regulation  purposes  and  the 
protection  of  the  public.  But  in  September  last,  when  the  writer 
visited  the  city,  a  by-law  was  in  preparation  by  which  a  general 
license  fee  of  $20  per  annum  is  provided  for,  with  higher  rates  in 
certain  cases.  In  this  way,  every  person  or  company  conducting 
a  business,  and  every  individual  practising  a  profession,  will  be 
made  to  contribute  towards  the  revenue  of  the  city.  The  by-law 
will  also  put  into  operation  the  power  granted  at  the  last  session 
of  the  Legislature  for  licensing  all  persons  or  corporations  using 
vehicles  of  any  sort  for  the  prupose  of  their  business,  for  classify- 
ing such  vehicles  and  differentiating  in  the  fees  to  be  imposed  on 
the  different  classes.  In  this  connection  it  should  be  noted  that 
automobiles  are  licensed  by  the  city  as  well  as  by  the  Province. 
In  1917  the  city  licenses  of  automobiles  and  taxi-cabs,  and  auto- 
mobile drivers,  yielded  $13,756.50  out  of  a  total  revenue  from 
licenses  and  transfers  during  the  year  of  $66,493.15.  The  trans- 
fer fee  is  20  per  cent,  of  the  original  license,  and  only  one  transfer 
is  allowed. 

It  is  estimated  that  with  its  enlarged  powers  Vancouver  City 
should  now  be  able  to  obtain  an  additional  revenue  of  about 
$100,000  from  licenses. 
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A  system  of  low  licenses  is  a  convenient  and  legitimate  source 
of  local  revenue.  But  no  system  of  licenses  can  be  other  than  a 
very  imperfect  substitute  for  a  business  tax.  On  this  head  one 
cannot  but  agree  with  the  opinion  expressed  in  a  recent  report  of  a 
committee  of  the  National  Tax  Association: — 

"It  is  evident  that  a  tax  of  fixed  amount,  such  as  is  often  im- 
posed by  license  taxes,  even  though  the  amount  may  vary  for  dif- 
ferent trades  and  occupations,  cannot,  on  account  of  its  inequality, 
be  recommended  as  an  adequate  method  of  taxing  business.  In 
connection  with  licenses  imposed  upon  certain  occupations  chiefly 
for  the  purpose  of  police  regulation,  a  charge  of  fixed  amount  may 
be  entirely  wise  and  unobjectionable.  But  the  case  is  very  differ- 
ent with  a  tax  levied  with  a  view  of  obtaining  revenue."* 

In  Vancouver,  it  should  be  added,  there  is  at  present  close  and 
effective  co-operation  between  the  police  and  license  departments 
of  the  city. 

Local  Improvement  Taxes — Local  improvement  taxes,  in  the 
shape  of  frontage  taxes  and  special  assessments,  are  levied  to  cover 
the  cost  of  pavements,  cement  walks,  sewer  construction  and  street 
widening,  and  ornamental  lighting.  There  is  also  a  special  assess- 
ment for  street  sprinkling.  On  pavements  and  sidewalks  all  the 
cost,  except  that  of  street  intersections  and  15  per  cent,  of  the 
flankage  of  corner  lots,  is  paid  by  the  property  owner.  The  pay- 
ments extend  over  from  five  to  twenty  years,  according  to  the 
character  of  the  pavement.  It  has  for  some  years  been  admitted 
that  the  burden  of  local  improvements  on  the  property  owner  is 
both  excessive  and  unequally  distributed.  They  are  called  on  to  pay 
for  improvements  on  streets  and  roads  which  are  carried  out  not 
so  much,  if  at  all,  in  their  interest  as  in  that  of  the  city  at  large. 
By  the  latest  amendment  to  its  charter  the  city  now  has  power  to 
relieve  the  private  owner  up  to  the  extent  of  50  per  cent,  of  the 
cost  of  such  improvements.  In  the  case  of  corner  lots,  Alderman 
Kirk,  chairman  of  the  Finance  Committee,  holds  that  40  per  cent, 
rather  than  85  per  cent,  should  be  the  owner's  share  of  the  cost  of 
flankage. 


*  "Preliminary  Report  of  the  Committee  of  The  National  Tax  Association 
to  prepare  a  Plan  of  a  Model  System  of  State  and  Local  Taxation,"  1918,  p.  28. 
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CHAPTER  II. 

TAXATION  IN  ALBERTA 

I— PROVINCIAL  TAXATION 

On  September  1,  1905,  the  Province  of  Alberta  was  created,  in 
terms  of  the  Alberta  Act  of  that  year,  out  of  what  had  hitherto 
formed  part  of  the  North- West  Territories.  The  area  of  the  pro- 
vince is  255,285  square  miles,  and  the  population  at  the  census  of 
1916  was  496,595. 

Like  Manitoba  and  Saskatchewan,  Alberta  did  not  on  becoming 
a  Province  obtain  the  title  to  the  public  domain  within  its  bound- 
aries, but  in  lieu  thereof  was  granted  a  certain  annual  sum  as  part 
of  the  subsidy  from  the  Government  of  Canada.  In  1917  this 
grant  in  lieu  of  public  lands  amounted  to  $562,500. 

In  Alberta,  the  leading  source  of  provincial  revenue  is  still  the 
Dominion  Subsidy  of  $1,589,075.  Of  the  estimated  revenue  for 
1918,  exclusive  of  telephone  receipts,  that  subsidy  accounts  for  ap- 
proximately 23.4  per  cent ;  and  of  the  actual  general  revenue,  with 
the  same  exception,  for  the  year  1917  amounting  to  $5,069,304,  the 
subsidy  constituted  31.3  per  cent.  Indeed  the  total  receipts  from 
the  Government  of  Canada  for  the  year  1917,  including  the  sub- 
sidy, the  income  from  school  lands,  and  the  grant  to  provincial 
seed  fairs,  amounted  to  $1,920,132  or  37,9  per  cent  of  the  provincial 
revenue.  Taxes  in  the  literal  sense  of  the  term  contributed  $1,- 
347,369  or  26.6  per  cent.  Licenses  and  fees  yielded  $929,120  or 
18.3  per  cent,  and  miscellaneous  items,  including  sales  of  dairy 
produce,  made  up  the  balance  of  $872,683  or  17.2  per  cent. 

The  Telephone  Department  showed  a  net  balance  of  income 
over  expenditure  amounting  to  $150,943  on  the  year's  working, 
after  paying  all  interest  and  maintenance  charges. 

The  income  yielded  by  the  leading  taxes  in  1917  was  as  follows : 

Wild  Lands  Tax  $598,669j58 

Corporations  Taxation  209,427.69 

Succession  Duties  142,607.69 

Railway  Tax   110,900.00 

Educational  Tax   134,109.95 

Theatre-Goers'  Tax  77,043.64 

Unearned  Increment  Tax  62,902.85 

Timber  Areas  Tax  11,707.86 
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Three  new  taxes,  described  below,  have  been  added  during  the 
present  year,  namely  the  Supplementary  Revenue  Tax,  the  Coal 
Mine  Owners'  Tax,  and  the  Amusement  Tax.  This  last  however 
is  a  substitute  for  the  Theatre  Goers'  Tax. 

It  has  already  been  observed  that  "Licenses"  and  "Fees"  to- 
gether contribute  nearly  20  per  cent,  of  the  Provincial  revenue. 
But,  a  license  is  simply  a  special  form  of  tax;  and  fees,  in  so  far 
as  the  charge  made  exceeds  the  cost,  including  ordinary  profit,  are 
in  reality  taxes  arising  from  the  exercise  of  the  sovereign  power. 
There  can  be  no  question  that  the  great  bulk  of  the  revenue  derived 
by  the  Canadian  Provinces  from  "licenses"  and  "fees"  is  essentially 
tax  revenue.  This  is  obviously  true  for  example  of  such  items  in 
Alberta's  provincial  revenue  as  the  following: 

Motor  Vehicle  Act  Licenses  and  Fees  $269,786.90 

Land  Titles,  General  Fees  220,837.78 

Court  Fees   100,797.11 

Insurance  Act  Fees  60,594.18 

Companies  Incorporation  and  Registration  Fees  29,910.41 

Theatres  Act  Licenses  19,620.49 

Auctioneers',  Pedlers'  and  Marriage  Licenses  16,206.00 

But  even  after  making  every  allowance  for  taxation  in  the 
guise  of  fees  and  licenses,  it  remains  true  that  taxation  in  the 
widest  sense  yields  too  small  a  proportion  of  the  provincial  revenue. 
That  revenue,  as  in  the  case  of  the  other  Prairie  Provinces,  in  con- 
sequence lacks  something  of  the  elasticity  which  is  one  of  the  es- 
sential characteristics  of  a  good  revenue  system.  This  weakness 
is  aggravated  by  the  fact  that  at  least  one  of  the  most  important 
items  at  present — the  revenue  from  the  Wild  Lands  Tax —  must 
continuously  diminish  with  the  growth  of  settlement  and  the  cul- 
tivation of  the  land.  No  doubt  that  will  tend  to  increase  the  yield 
of  other  taxes,  but  it  will  also  mean  increased  demands  on  Govern- 
mental expenditure. 

The  following  are  the  different  sources  of  Provincial  Tax  Re- 
venue and  the  rates  at  present  in  force : 

Wild  Lands  Tax — The  Act  imposing  special  taxation  for  pro- 
vincial purposes  on  Wild  Lands  was  passed  in  1914,  and  came  into 
operation  in  the  following  year.  The  tax  is  at  the  rate  of  1  per 
cent,  of  the  assessed  value,  and  is  levied  on  all  land  within  the  pro- 
vince not  specially  exempted. 

The  exemptions  however  are  numerous  and  important,  includ- 
ing :  Land  for  which  homestead  entry  has  been  made  and  for  which 
patent  has  not  been  issued ;  land  held  under  grazing  lease  from  the 
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Government  of  Canada  and  actually  used  for  grazing;  all  land  be- 
longing to  any  city,  town,  village,  or  rural  municipality  and  used 
for  the  purposes  thereof;  land  within  the  boundaries  of  an  in- 
corporated city,  town  or  village;  land,  up  to  640  acres,  used  by  a 
bona  fide  farmer  resident  thereon ;  enclosed  land  used  for  pasture 
by  the  owner  to  the  extent  of  having  one  horse  or  head  of  cattle 
or  three  sheep  for  every  10  acres  during  six  months  of  the  pre- 
vious year;  the  land  of  any  owner,  where  each  section  or  portion 
has  one-fourth  of  its  area  under  cultivation. 

This  Act  is  administered  by  the  Department  of  Municipal  Af- 
fairs, the  proceeds  being  paid  over  to  the  Provincial  Treasurer. 

Acreage  Assessed  Assessed  Value  Taxes  Levied 

1915   8,110,955  $69,973,934  $699,824 

1916   8,090,034  68,123,322  681,402 

1917   7,485,356  63,569,202  635,692 

There  is  here  shown  a  continuous  decline  in  the  acreage  sub- 
ject to  the  Wild  Lands  Tax  as  the  land  is  brought  into  use.  But 
to  ascribe  this  to  the  tax  is  to  be  guilty  of  the  elementary  fallacy : 
post  hoc  ergo  provter  hoc.  The  tax  may  have  operated  in  this 
direction.  But  the  high  price  of  wheat  would  appear  to  have  been 
a  much  more  important  factor.  The  rapid  decline  in  the  acreage 
assessed  between  1916  and  1917  is  prima  facie  evidence  of  this. 

Unearned  Increment  Tax — In  the  taxation  of  the  unearned  in- 
crement in  land  values,  Alberta  has  been  the  pioneer  in  Canada. 
This  tax  dates  from  1913  and  seems  to  have  been  suggested  by  the 
British  Increment  Value  Tax  of  1910,  which  in  turn  had  its  proto- 
type in  the  German  Wertzuwachsteuer  or  Increment  Value  Tax. 
The  Alberta  tax  is  one  of  five  per  cent,  on  the  increase  in  the  unim- 
proved value  of  the  land  over  its  last  preceding  value  for  the  pur- 
poses of  the  Act.  On  the  first  transfer  after  the  passing  of  the 
Act  the  basal  or  last  preceding  value  from  which  the  increment  is 
reckoned  is  taken,  in  the  absence  of  evidence  to  the  contrary,  to  be 
$15.  per  acre  in  the  case  of  land  not  within  any  incorporated  city, 
town  or  village,  at  the  date  of  the  passing  of  the  Act;  and  the 
value  in  the  1913  assessment  roll  in  the  case  of  land  within  a  city, 
town  or  village. 

No  tax  is  payable  in  respect  to  the  first  transfer  of  farm  land, 
i.e.  "unsubdivided  land  of  which  at  least  ten  per  cent,  was  actually 
and  bona  fide  used  by  the  transferor  for  agricultural  purposes  dur- 
ing the  twelve  months  preceding  the  transaction  which  results  in 
the  making  of  the  transfer."  But  the  tax  is  payable  on  "the  excess 
area  of  land  beyond  640  acres  in  which  the  transferor  was  bene- 
ficially interested  immediately  before  such  transaction,  only  on  the 
excess  unimproved  value  of  the  land  beyond  $50  per  acre."  No 
exemption  is  to  be  granted  except  as  to  the  last  640  acres  retained 
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by  the  transferor,  or,  where  he  retains  less,  an  acreage  which  to- 
gether with  the  acres  retained  would  amount  to  640  acres.  The 
apparent  aim  of  this  is  the  discouragement  of  large  holdings. 

The  secretary-treasurer  of  each  city,  town  or  village  is  re- 
quired to  send  a  certified  copy  of  the  1913  assessment  roll  to  the 
registrar  of  land  titles  for  the  district,  by  whom  the  assessed  value 
of  the  land  is  noted  upon  the  certificate  of  title,  and  no  transfer  of 
land  is  registered  until  the  unearned  increment  tax  is  paid.  No 
tax  is  payable  upon  the  registration  of  any  grant  from  the  crown, 
or  of  any  transmission  of  the  land  of  a  deceased  person  or  upon 
transfer  from  his  executors  to  the  heirs. 

Timber  Areas  Tax — This  is  a  tax  on  timber  lands  held  under  a 
timber  berth  from  the  Government  of  Canada.  It  is  administered 
by  the  Department  of  Municipal  Affairs,  the  proceeds  being  paid 
over  to  the  Provincial  Treasury.  The  rate  is  2^£  cents  per  acre, 
subject  to  a  rebate  not  exceeding  l1/^  cents  per  acre. 

Corporations  Taxation — Banks  are  taxed  $1,200  on  their  head 
offices,  and  in  addition  $200  for  each  branch  or  agency.  Private 
banks  pay  $200  (save  in  villages  where  the  tax  is  $100)  and  in  ad- 
dition $25  for  each  branch  office  or  agency,  but  this  latter  tax  is 
not  levied  on  more  than  one  branch  in  any  one  city,  town  or  village. 

Insurance  Companies  pay  one  per  cent,  on  the  gross  premiums 
received  from  business  transacted  in  the  province  during  the  pre- 
ceding year;  but  in  the  case  of  mutual  fire  insurance  companies 
receiving  premiums  in  cash,  the  tax  is  calculated  on  the  gross  pre- 
miums received  in  cash,  after  deducting  any  portion  of  the  premium 
returned  to  the  insurer  by  way  of  refund.  Where  an  insurance 
company  lends  or  invests  money  on  security  in  the  province  to  an 
amount  exceeding  $50,000  there  is,  in  addition  to  the  one  per  cent, 
of  gross  premiums,  a  further  tax  of  V4  of  1  per  cent,  on  the  gross 
income  of  the  company  from  its  investments  in  the  province. 

Loan  Companies  pay  a  tax  of  %  of  1  per  cent,  on  the  gross  in- 
come of  the  Company  during  the  year  from  its  investments  in  the 
province,  with  a  minimum  tax  of  $25  when  the  paid  up  capital  of 
the  company  is  less  than  $50,000,  and  $50  when  such  capital  is 
$50,000  or  over,  but  less  than  $100,000,  and  $100  when  paid  up 
capital  is  $100,000  or  over. 

Land  Companies  pay  40  cents  for  every  $1,000  of  money  in- 
vested in  the  province,  with  a  minimum  tax  varying  from  $25  when 
the  paid  up  capital  of  the  company  is  less  than  $50,000  to  $100  when 
the  paid  up  capital  is  $100,000  or  over. 

Trust  Companies  are  taxed  y%  of  one  per  cent,  on  the  gross  in- 
come of  the  company  from  its  investments  in  the  province  with  a 
minimum  tax  of  $100  when  the  paid  up  capital  of  the  company  does 
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not  exceed  $100,000,  and  $175  when  the  paid  up  capital  is  in  excess 
of  that  sum. 

Street  Railway  Companies  are  taxed  $200  annually  when  the 
line  of  track  does  not  exceed  twenty  miles,  and  $10  for  each  ad- 
ditional mile  in  excess  of  twenty. 

Telegraph  Companies  doing  a  general  commercial  telegraph 
business,  pay  a  tax  of  1%  of  gross  revenue  from  business  transact- 
ed in  the  province. 

Telephone  Companies,  operating  telephone  systems  in  the  pro- 
vince for  gain,  pay,  in  cities  of  10,000  population  or  over,  50  cents 
per  instrument,  and  25  cents  per  telephone  instrument  in  cities 
with  less  than  10,000  population  and  in  towns  and  villages. 

Gas  Companies — other  than  municipal  corporations — supply- 
ing gas  for  illuminating  or  other  purposes  for  gain,  in  any  city  of 
the  province,  pay  a  tax  of  $500. 

Electric  Lighting  Companies  supplying  electricity  for  illumin- 
ating or  other  purposes  for  gain — other  than  municipalities — pay 
$500  in  cities  with  a  population  of  10,000  or  over;  $100  in  cities 
with  under  10,000 ;  and  $25  in  incorporated  towns  and  villages. 

Express  Companies  pay  $45  for  each  incorporated  town  or  city 
with  a  population  of  less  than  5,000,  i  nwhich  there  is  an  office, 
branch,  or  agency ;  $160  for  each  city  with  a  population  of  5,000  or 
over,  save  the  cities  of  Edmonton  and  Calgary  for  each  of  which 
the  tax  is  $250. 

Natural  Gas  Companies,  other  than  municipal  corporations, 
pay  %  of  a  cent  for  every  1,000  cubic  feet  of  gas  produced,  save 
when  oil  in  paying  quantities  and  natural  gas  are  found  in  the  same 
well  and  it  is  worked  mainly  for  oil. 

Motive  Power  Companies — Every  Company,  the  main  object 
of  which  is  the  supply  of  motive  power,  and  which  carries  on  busi- 
ness partly  or  wholly  in  a  city  or  town  with  a  population  exceeding 
15,000,  is  taxed  $1,000. 

Companies,  other  than  municipal  corporations,  whose  author- 
ised capital  exceeds  $20,000,  and  which  transact  business  in  Alberta 
and  are  not  otherwise  taxed  under  the  Corporations  Tax  Act,  pay 
an  annual  tax  of  twenty  cents  for  every  $1,000  authorised  capital. 
But  the  total  annual  tax  payable  by  any  Company  is  limited  to 
$500. 

Railway  Tax — Alberta  taxes  railways  on  a  mileage  valuation 
of  $10,000  per  mile,  the  tax  rate  being  one  per  cent.  The  produc- 
tiveness of  railway  taxation,  however,  in  Alberta  as  in  the  other 
Prairie  Provinces  is  considerably  restricted  owing  to  the  special 
privilege  enjoyed  by  the  Canadian  Pacific  Railway  Company.    By 
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the  terms  of  its  charter  granted  in  1881  the  property  of  that  com- 
pany is  expressly  exempted  from  all  taxation,  Dominion,  Provincial, 
or  Local,  throughout  the  territory,  then  under  the  jurisdiction  of 
the  Dominion  Government.  In  the  Alberta  Act  of  1905  according- 
ly the  property  and  capital  stock  of  the  company  are  declared  ex- 
empt from  taxation;  and  the  Province  is  thus  deprived  of  what 
would  otherwise  have  been  an  important  source  of  revenue.  This 
exemption,  however,  only  applies  to  the  main  line  and  branches 
then  built  under  the  company's  charter,  and  not  to  other  lines  now 
operated  by  the  company  within  the  limits  of  the  Province.  Other 
lines  the  securities  of  which  are  guaranteed  by  the  Province  are 
exempt  for  a  period  of  fifteen  years,  and  new  lines  are  not  taxable 
for  seven  years  after  completion.  Notwithstanding  these  limita- 
tions Alberta's  revenue  from  the  railway  tax  has  shown  a  fair 
measure  of  elasticity  having  increased  from  $68,491  in  1911  to 
$110,900  in  1917. 

Succession  Duties — In  Alberta  the  following  are  exempt  from 
Succession  Duty :  (a)  Property  not  exceeding  $5,000  passing  to  any 
person  whatsoever;  (b)  Property  not  exceeding  10,000  (or  $25,- 
000  for  the  property  of  a  deceased  soldier)  passing  to  relatives  in 
the  direct  line  who  are  resident  in  the  province ;  (c)  Property,  not 
exceeding  $25,000,  of  a  deceased  soldier,  passing  to  a  brother  or 
sister  or  their  descendants,  if  wholly  dependent  on  the  deceased; 
(d)  Property  bequeathed  for  religious,  charitable,  or  educational 
purposes  to  be  carried  out  in  Alberta,  and  not  exceeding  $2,000  for 
any  one  purpose. 

The  rates,  as  revised  by  an  Amendment  Act  passed  at  last 
session  of  the  Legislature,  are  graduated  according  to  the  net  value 
of  the  property  passing,  and  vary  also  with  the  place  of  residence 
of  the  beneficiary  and  his  or  her  degree  of  kinship  to  the  deceased. 
Thus,  on  property  passing  to  relatives  in  the  direct  line,  the  duty 
varies  from  V2  of  1  per  cent,  when  the  amount  is  over  $10,000  but 
not  over  $15,000  to  10  per  cent,  when  it  exceeds  $2,000,000.  Where 
such  relations  are  not  residents  of  the  province  the  duty  is  slightly 
higher.  Where  the  property  passes  to  more  distant  relatives  the 
duty  begins  at  6  per  cent,  when  the  amount  exceeds  $5,000,  but 
does  not  exceed  $10,000,  and  rises  to  14  per  cent,  when  it  exceeds 
$2,000,000.  In  the  case  of  property  passing  to  others  than  re- 
latives the  rate  for  corresponding  amounts  varies  from  10  to  20 
per  cent. 

On  individual  shares  exceeding  $50,000  in  the  case  of  relatives 
in  the  direct  line,  and  $25,000  in  the  case  of  more  distant  relatives, 
there  is  an  additional  duty  varying  from  1  per  cent  to  5  or  6  per 
cent,  according  to  the  value  of  the  property  passing  and  the  degree 
of  relationship  of  the  beneficiary  to  the  deceased. 

There  is  great  need  of  some  inter-provincial  agreement  which 
will  secure  uniformity    throughout    the    Dominion  in  the  rules 
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governing  the  succession  duties  and  in  the  rates  levied.  The  ex- 
isting diversity  involves  needless  difficulties  and  worries  for  those 
responsible  for  the  administration  of  the  laws.  Moreover,  the  pre- 
ferences in  favour  of  resident  beneficiaries,  and  the  exemption  of 
charitable  and  similar  legacies  only  when  they  are  to  be  used  with- 
in the  province,  are  scarcely  defensible  survivals  of  the  parochial 
spirit  as  between  different  sections  of  the  same  nation,  however 
justifiable  similar  rules  may  be  as  between  different  nations.  There 
is  the  further  disavantage — and  one  that  may  make  a  more  intim- 
ate appeal  to  provincial  treasurers — that  differential  taxation  of  this 
character  tends  to  check  the  inflow  of  capital  from  outside  for  in- 
vestment in  the  province  till  the  remuneration  offered  has  been  at 
least  correspondingly  raised.  Thus  the  provincial  treasury  is  like- 
ly to  lose  more,  indirectly  through  the  diminished  yield  of  other 
taxes,  than  it  gains  directly  from  the  higher  succession  duties  on 
non-resident  heirs. 

Educational  Tax — This  is  a  tax  levied  on  lands  outside  the 
boundaries  of  the  organized  school  districts,  and  also  on  lands 
within  such  districts  when  held  under  grazing  lease  or  permit  from 
the  Government  of  Canada.  The  general  rate  is  1*4 
cents  per  acre.  The  rate  on  leased  land  may  not  exceed 
IV2  cents  per  acre.  Prior  to  1915  it  was  V2  cent  per 
acre,  but  since  then  it  has  been  %  cents.  The  minimum  tax 
on  any  lot  in  a  subdivision,  or  fraction  of  a  section,  of  at  least  one 
acre,  is  50  cents,  and  where  the  lot  or  fraction  of  a  section  is  less 
than  one  acre,  25  cents.  The  Minister  of  Municipalities  may  com- 
promise for  payment  of  arrears  of  taxes  on  lands  subdivided  under 
a  registered  plan. 

The  Department  of  Municipal  Affairs  is  responsible  for  the  as- 
sessment and  for  the  levy  and  collection  of  the  tax  in  the  case  of 
all  lands  outside  the  rural  municipalities.  For  lands  within  the  rural 
municipalities  this  is  done  by  the  municipal  authorities,  who  report 
as  to  assessment  and  taxation,  and  forward  the  amounts  collected 
to  the  Minister  of  Municipal  Affairs  by  whom  the  net  revenue  rais- 
ed under  this  Act  is  paid  over  to  the  Provincial  Treasurer.  A  com- 
mission of  2V2  per  cent  is  paid  to  each  rural  municipality  on  the 
amount  collected  by  it 

Supplementary  Revenue  Tax — The  Supplementary  Revenue 
Tax  Act  passed  at  the  1918  session  of  the  Legislature  is  similar  in 
origin  and  design  to  the  Saskatchewan  Public  Revenues  Act  (Inf. 
P.  75).  The  rate  is  one  mill  on  the  dollar  of  the  assessed  value  of 
rateable  land  in  urban  units,  and  four  cents  per  acre  in  rural  units. 
On  land  held  under  grazing  lease  from  the  Dominion  Government 
the  tax  is  one  cent  per  acre. 
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Coal  Mine  Owners'  Tax — By  the  Coal  Mine  Owners'  Tax  Act  of 
last  session  there  is  imposed  a  tax  on  the  gross  revenue  of  the  mine 
owner.  The  rate  is  5  cents  per  ton  of  coal  removed  from  the  mine 
premises,  and  the  tax  is  payable  monthly  to  the  Minister  of  Pub- 
lic Work®. 

Amusement  Tax — An  Act  of  last  session  imposes  a  graduated 
tax  rising  from  1  cent,  when  the  price  of  admission  is  from  10  to  20 
cents  inclusive,  to  25  cents  when  the  price  of  admission  is  more  than 
$2.    For  a  boxing  bout  or  contest  the  tax  is  25  cents. 
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II.— MUNICIPAL  TAXATION 

The  origins  of  municipal  government  and  taxation  in  Alberta, 
as  in  Saskatchewan,  are  to  be  sought  in  the  Ordinances  of  the 
North- West  Territories.  Here  we  meet  the  same  forms  of  local 
organization  as  in  the  sister  province,  a  close  resemblance,  too.  in 
respect  of  the  leading  landmarks  in  their  historical  development, 
and  a  striking  similarity  in  their  attitude  towards  the  policy  of 
exempting  improvements  from  taxation. 

The  Cities  of  Alberta  at  present  administer  their  affairs  under 
the  provisions  of  their  own  special  charters.  Recent  develop- 
ments, however,  have  tended  to  emphasize  the  extent  of  their 
common  interests,  the  disavantages  resulting  from  the  absence 
of  anything  approaching  uniformity  of  legislation,  and  the  desir- 
ability of  a  general  City  Act. 

For  the  regulation  of  the  remaining  four  types  of  local  govern- 
ment, there  are  general  Acts  applicable  to  Towns,  Villages,  Muni- 
cipal Districts  and  Improvement  Districts  respectively. 

In  the  history  of  local  government  and  taxation  in  Alberta, 
the  year  1912  constitutes  a  landmark.  It  saw  the  creation  of  the 
Department  of  Municipal  Affairs,  followed  by  the  enactment  of 
the  Rural  Municipality  Act  (now  the  Municipal  District  Act),  a 
new  Town  Act,  and  radical  amendments  of  the  Village  Act  and  the 
Local  Improvement  Act.  These  statutes  have  been  administered 
by  the  Department,  which  has  also  collected  local  improvement 
taxes  in  the  unorganized  areas  known  till  this  year  as  large  local 
improvement  districts,  and  taxes  levied  under  the  Educational  Tax 
Act  on  lands  outside  the  organized  school  districts,  besides  assist- 
ing Villages  and  the  now  extinct  small  local  improvement  districts 
in  the  collection  of  tax  arrears.  The  Department,  moreover,  ad- 
ministers on  behalf  of  the  Provincial  Treasury  the  Wild  Lands 
Tax,  the  Timber  Area  Tax,  and  the  Supplementary  Revenue  Tax. 

Rural  Municipalities 

Prior  to  the  year  1912,  where  any  form  af  organized  local 
government  existed  in  the  rural  districts  of  Alberta,  outside  the 
boundaries  of  the  cities,  towns  and  villages,  it  was  the  local  improve- 
ment district.  The  revenue  necessary  for  the  conduct  of  the  af- 
fairs of  such  districts  was  obtained  wholly  from  the  taxation  of 
land,  the  district  council  having  the  power  under  the  Local  Im- 
provement Act  to  levy  a  tax  on  the  acreage  basis  at  a  rate  not  ex- 
ceeding 7V2  cents  per  acre. 

But  in  1912  all  these  local  organizations,  numbering  two  hun- 
dred and  twenty-seven  and  covering  about  one  thousand  townships, 
were  dissolved  in  accordance  with  the  provisions  of  the  Rural 
Municipality  Act  of  that  year,  and  of  amendments  made  at  the  same 
time  to  the  Local  Improvement  Act.  The  plan  of  reorganization 
followed,  was  identical  with  that  adopted  in  Saskatchewan  three 


MUNICIPAL  TAXATION  51 


years  earlier.  The  province  was  divided  into  territorial  units,  a 
unit  being,  wherever  practicable,  nine  townships  or  324  square 
miles.  It  was  then  left  to  the  resident  electors  of  each  unit  to 
request,  according  to  their  preference,  organization  as  a  rural  muni- 
cipality or  as  a  local  improvement  district.  The  latter  were  known 
as  small  or  organized  local  improvement  districts,  to  distinguish 
them  from  the  larger  or  unorganized  local  improvement  districts 
in  the  outlying  portions  of  the  province  which  were  governed 
directly  by  the  Provincial  Government. 

The  rural  municipality,  as  a  permanent  corporation,  enjoys  con- 
siderable powers  of  self-government  in  matters  of  local  concern, 
such  as  the  raising  of  money  by  debenture  for  the  construction  of 
permanent  public  works;  whereas  the  small  local  improvement 
district  was  from  the  first  recognized  as  merely  a  temporary  and 
transitional  organization  with  powers  correspondingly  limited.  The 
fact  that  both  had  the  same  area  facilitated  change  when  desired 
from  the  lower  to  the  more  developed  form;  and,  as  a  matter  of 
fact,  though  the  movement  was  at  first  retarded  by  the  fear  of  in- 
creased taxation  on  the  one  hand,  and  the  growth  of  a  debenture 
debt  on  the  other,  the  rural  municipality  gradually  gained  ground 
to  such  an  extent  that  the  Legislature  felt  justified  in  bringing  the 
transitional  period  to  a  close. 

Accordingly,  the  Municipal  District  Act  of  1918  provided  for 
the  abolition  of  the  remaining  small  local  improvement  districts, 
and  every  such  district  existing  on  1st.  March  1918  be- 
came, in  terms  of  the  Act,  a  municipal  district.  No  por- 
tion of  the  province  may  be  organized  as  a  municipality  which 
has  not  an  actual  resident  population  in  the  proportion  of  one  per- 
son to  each  square  mile.  The  minimun  resident  population  for 
the  normal  municipality  is  thus  324. 

Where  at  the  time  of  organization  of  a  municipality  there  is 
within  its  limits  an  area  of  land  subdivided  on  a  registered  plan 
into  building  lots,  or  as  a  townsite,  this  area  is  to  be  recognized  as 
a  hamlet  under  control  of  the  municipal  council,  3ach  year  half 
the  estimated  tax  revenue  collected  within  the  hamlet  must  be 
spent  on  public  works  therein  if  the  majority  of  its  landowners  so 
request. 

For  revenue,  if  we  except  a  tax  on  dogs  and  a  few  licenses  on 
auctioneers,  hawkers  or  peddlers  and  transient  traders,  pool-rooms, 
bowling  alleys,  and  exhibitions  of  various  kinds,  the  rural  muni- 
cipalities were,  up  till  1918,  limited  to  the  taxation  of  land  on  the 
basis  of  its  unimproved  value. 

Land  is  assessed  for  taxation  "at  its  actual  cash  value  as  it 
would  be  appraised  in  payment  of  a  just  debt  from  a  solvent  debt- 
or," exclusive  of  the  value  of  buildings  or  other  improvements  plac- 
ed upon  it  by  the  expenditure  of  labour  and  capital. 

In  fixing  a  rate  sufficient  to  meet  the  estimated  expenditure 
of  the  year,  the  council  is  required  by  the  Act  to  "make  due  allow- 
ance for  the  non-payment  of  taxes."     While  the  statutory  limit 
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to  the  rate  for  municipal  purposes  has  been,  and  with  the  under- 
mentioned qualifications  still  is,  10  mills  on  the  dollar  or  1  per  cent, 
of  the  assessed  value,  the  average  rate  within  recent  years  has 
varied  between  4.50  mills  in  1914  and  6.62  in  1917. 

But  under  the  Municipal  District  Act  of  1918  there  is  an  al- 
ternative basis  of  taxation ;  for  it  is  there  provided  that  the  coun- 
cil, by  by-law  approved  by  two-thirds  of  the  electors  voting  at  the 
next  regular  municipal  election — or  the  Minister  of  Municipal  Af- 
fairs, by  order— may  require  the  assessment  to  be  made  according 
to  acreage.  In  the  case  of  municipal  districts  formed  under  the 
provisions  of  this  Act  from  small  local  improvement  districts  ex- 
isting on  1st  March  1918,  the  assessment  is  on  the  acreage  basis 
until  changed  by  by-law  of  the  council  as  above.  Where  the  tax 
is  levied  according  to  acreage  the  rate  is  limited  to  10  cents  per 
acre. 

These  maximum  rates — 10  mills  per  dollar  of  the  assessed 
value  or  10  cents  per  acre — may  however  be  increased  where 
deemed  expedient,  to  meet  (1)  debenture  coupons  falling  due  in  the 
course  of  the  year,  (2)  any  payment  which  has  to  be  made  to  the 
secretary-treasurer  of  a  hail  insurance  district.  Further,  taxes 
imposed  under  the  Local  Improvement  Act  upon  lands  within  the 
municipality  may  be  collected  by  the  council,  and  when  so  collected 
they  form  part  of  its  general  revenue. 

The  minimum  tax  payable  for  municipal  purposes  on  any  lot 
in  a  subdivision,  or  any  fraction  of  a  quarter  section,  is  25  cents; 
and  in  the  case  of  land  held  under  grazing  lease  from  the  Govern- 
ment of  Canada,  the  maximum  tax  on  a  quarter  section  or  portion 
thereof  is  $1.20. 

School  District  Taxes — Provision  is  made  in  the  Municipal 
District  Act  for  the  collection  of  school  rates  by  the  municipality. 
Where  a  rural  school  district  is  situated  wholly  or  partly  within  the 
boundaries  of  a  rural  municipality  the  council  must  levy  on  the 
land  of  the  persons  liable  to  assessment  for  school  purposes  in  that 
district  such  a  rate  as  will  enable  it  to  meet  the  school  board's  de- 
mands, and  if  the  amount  raised  is  insufficient  for  this  purpose  the 
council  must  make  up  the  deficiency  from  the  general  fund.  There 
may  thus  be  several  different  school  rates  within  the  same  munici- 
pality. 

The  minimum  school  rate  on  any  lot  in  a  subdivision  or  frac- 
tion of  a  quarter  section  is  25  cents;  but  land  held  under  grazing 
lease  from  the  Dominion  Government  is  exempt  from  taxation  for 
school  purposes. 

In  the  case  of  rural  school  districts  lying  wholly  or  partly  out- 
side the  boundaries  of  rural  municipalities,  the  school  rate  on  land 
Dutside  such  boundaries  is  levied  on  an  acreage  basis,  and  may  not 
exceed  12  cents  per  acre.  The  tax  is  collected  by  the  secretary- 
treasurer  of  the  school  district,  and  where  there  are  arrears  the 
Department  of  Municipal  Affairs  assists  in  the  collection,  and  for- 
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wards  monthly  the  amounts  received  to  the  school  districts  to 
which  they  belong.  In  the  unorganized  areas  this  tax  is  replaced 
by  the  Educational  Tax. 

Improvement  Districts 

While  the  Municipal  District  Act  transformed,  as  we  have  seen, 
all  the  small  local  improvement  district  existing  on  1st  March,  1918 
into  municipal  districts,  another  Act  of  the  same  session — the 
"Act  respecting  Improvement  Districts" — created  a  new  group, 
This  statute,  which  repeals  the  Local  Improvement  Act,  is  itself  a 
substitute  for  the  provisions  of  that  Act  in  so  far  as  they  dealt 
with  the  large  or  unorganized  local  improvement  districts.  These 
are  continued  under  the  designation  Improvement  Districts,  and 
the  Lieutenant  Governor  in  Council  is  authorized  to  constitute  an 
improvement  district  any  portion  of  the  province  not  already  or- 
ganized. 

In  such  districts  the  assessment  of  land  is  to  be  made  by  the 
Department  of  Municipal  Affairs  and  the  tax  rate  is  fixed,  at  3Vs 
cents  per  acre,  except  on  land  held  under  grazing  lease  from  the 
Dominion  Government  on  which  it  is  fixed  at  %  of  one  cent  per 
acre.  Where,  however,  this  rate  in  any  district  would  raise  more 
than  is  necessary  for  improvement  purposes,  it  may  be  reduced  by 
the  Minister  of  Municipal  Affairs. 

The  minimum  tax  payable  on  any  separately  assessable  frac- 
tion of  a  section,  or  lot  in  a  subdivision,  of  at  least  one  acre,  is  50 
cents ;  and  where  the  area  is  less  than  one  acre,  25  cents. 

The  minister  may  compromise  for  payment  of  arrears  of  taxes 
on  subdivided  lands,  whether  the  registered  plan  has  been  cancel- 
led or  not. 

Penalties  for  Non-payment  of  taxes — Where  taxes  remain  un- 
paid after  the  15th  December  of  the  year  for  which  they  are  levied 
in  the  case  of  municipalities,  and  on  the  1st  January  of  the  following 
year  in  the  case  of  improvement  districts,  there  is  added  a  penalty  of 
5  per  cent,  of  such  taxes.  A  similar  penalty  is  added  on  the  1st 
July  following,  and  so  on  for  each  successive  half-year  for  any 
taxes  remaining  unpaid. 

The  taxes  collected  in  any  district,  less  expenses  incidental  to 
assessment,  collection  and  administration,  are  expended,  under  the 
direction  of  the  Minister  of  Public  Works,  in  making  necessary 
improvements  within  it,  or  on  roads  leading  directly  to  or  from  and 
in  the  interest  of  the  district. 

VILLAGES 

Under  the  Village  Act  at  present,  an  area  of  not  more  than 
640  acres,  containing  not  less  than  25  separate  and  occupied  dwel- 
ling houses,  may  be  incorporated  as  a  village. 

The  "Single  Tax"  by  Local  Option — Village  history  in  Alberta 
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begins  with  the  unincorporated  village,  governed  by  the  North  West 
Territories  Ordinance  of  1901.  Such  a  village  was  required  to 
raise  its  necessary  revenue,  with  the  exception  of  that  obtained 
from  a  few  licenses,  by  taxation  of  the  property  within  its  bound- 
aries, not  specifically  exempted,  at  a  rate  not  exceeding  10  mills 
on  the  dollar.  It  might,  however,  by  a  petition  of  two-thirds  of  the 
ratepayers  to  the  Comimisisoner  of  Public  Works,  secure  the  adop- 
tion of  the  system  of  taxing  land  values  only,  at  a  rate  not  ex- 
ceeding 2  per  cent,  of  the  assessed  value ;  and  it  might  revert  to  the 
original  system  in  the  same  manner. 

Amongst  the  most  important  exemptions  were:  (a)  incomes; 
(b)  increase  in  the  value  of  land  arising  from  its  annual  cultivation 
or  the  cultivation  of  trees,  together  with  the  growing  crops;  (c) 
grain,  hay,  household  effects  of  any  kind,  books  and  wearing  ap- 
parel. In  the  case  of  church  land,  the  difficulties  experienced  in 
the  East  were  avoided  by  limiting  the  exemption  to  one-half  acre- 

This  system,  including  the  option  of  exempting  personal  prop- 
erty and  improvements,  was  continued  by  the  Alberta  Legislature 
when  the  incorporation  of  villages  was  provided  for  by  the  Village 
Act  of  1907.  Under  that  Act,  on  receipt  of  a  resolution  of  a  vil- 
lage council  supported  by  a  petition  signed  by  two-thirds  of  the 
ratepayers,  the  Minister  of  Public  Works  might  order  the  assess- 
ment for  taxation  purposes  in  that  village  to  be  restricted  to  the 
unimproved  value  of  land.  Before  the  close  of  1911  about  one- 
third  of  the  villages  in  Alberta  had  availed  themselves  of  this  op- 
tion to  adopt  the  so-called  "single  tax"  system,  and  there  had  been 
no  case  of  reversion  to  the  wider  basis. 

The  Compulsory  "Single  Tax" — With  the  year  1912  we  reach, 
as  has  been  already  remarked,  a  landmark  in  the  history  of  local 
taxation  in  Alberta.  It  was  then  that  the  Provincial  Legislature, 
having  definitely  adopted  the  policy  of  exempting  improvements, 
personal  property  and  income,  and  concentrating  municipal  taxation 
on  the  unimproved  value  of  land,  proceeded  to  make  it  compulsory 
in  the  different  types  of  municipalities  administered  according  to 
general  laws  under  the  supervision  of  the  Department  of  Muni- 
cipal Affairs.  This  was  the  system  prescribed  for  the  rural  com- 
munities which  came  under  the  new  Rural  Munciipality  Act;  and, 
from  having  been  optional,  it  was  now  made  mandatory  in  both 
towns  and  villages.  An  amendment  to  the  Village  Act  required 
that  "all  village  taxes  shall  be  levied  equally  upon  all  rateable  land 
in  the  village  according  to  the  assessed  value  of  such  land." 

This  section  stands  unaltered  in  the  Village  Act  as  codified  in 
1913.  Within  three  years,  however,  it  had  received  an  important 
supplement  which  practically  destroys  its  mandatory  character. 
An  amending  Act,  passed  early  in  1916,  permits  villages,  if  they 
so  desire,  to  levy  by  by-law,  in  addition  to  the  tax  on  land : — 

(a)     A  tax  on  buildings  and  improvements,  these  being  assess- 
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ed  at  no  more — though  it  may  be  much  less — than  60  per  cent,  of 
their  actual  value ; 

(b)  A  business  tax,  at  a  uniform  rate  not  exceeding  10  per 
cent,  of  the  assessed  rental  value  of  the  premises  occupied,  on  all 
persons  carrying  on,  within  the  limits  of  the  village,  any  trade, 
business  or  profession  not  licensed  under  the  Village  Act. 

The  privilege  of  levying  these  additional  taxes  was  granted  for 
a  period  not  exceeding  four  years  from  31st  December,  1915.  The 
expectation,  however,  that  a  temporary  concession  would  suffice, 
if  ever  genuinely  entertained,  has  now  vanished,  and  it  is  admitted 
that  the  time  limit  will  have  to  be  removed.  This,  as  we  shall 
see,  has  already  been  done  in  the  case  of  the  business  tax  in  towns. 
By  1917,  the  movement  towards  the  wider  basis  of  taxation  was 
well  under  weigh  among  the  villages  and  towns  alike;  and  in  his 
report  for  that  year  Mr.  John  Perrie,  Deputy  Minister  of  Municipal 
Affairs  says :  "There  appears  to  be  a  very  decided  tendency  towards 
a  system  of  taxation  which  will  cause  others  besides  landowners  to 
pay  taxes  direct  to  the  municipality."  Even  in  the  municipal  dis- 
tricts there  is  now  a  movement  in  this  direction. 

The  tax  rate  in  villages,  on  lands,  buildings  and  improvements, 
was  formerly  limited  to  20  mills  on  the  dollar ;  but  this  limit  was 
removed  in  1917,  as  it  had  been  in  the  case  of  the  towns  in  1913. 
The  law  now  requires  that  the  levy  shall  be  such  a  uniform  rate  on 
the  dollar  as  is  deemed  sufficient  to  meet  the  estimate  of  the  prob- 
able expenditures  of  the  village  for  the  year,  including  sums  requir- 
ed to  repay  any  temporary  loan  or  to  meet  debenture  coupons  fall- 
ing due,  allowance  being  made  also  for  the  non-payment  of  taxes. 
The  minimum  tax  payable  for  municipal  purposes  on  any  lot  or 
portion  of  land  is  50  cents. 

TOWNS 

Prior  to  1912  a  village  of  over  400  inhabitants  could,  on  comply- 
ing with  certain  conditions,  become  a  town;  but  in  that  year  the 
Village  Act  was  amended  so  as  to  make  a  population  of  over  700 
necessary  to  secure  incorporation  as  a  town.  Experience  had 
shown  that  the  smaller  population  was  sometimes  unequal  to  the 
liabilities  which  the  greater  powers  of  the  town  organization  in- 
duced it  too  hastily  to  undertake.  In  these  western  communities, 
moreover,  population  is  essentially  fluctuating  and  unstable;  and 
during  the  last  five  years  the  reductions  have  in  not  a  few  cases 
been  serious,  amounting  in  some  towns  to  as  much  as  50  or  even 
75  per  cent,  while  occasionally  a  village  has  had  to  be  disorganized 
owing  to  the  disappearance  of  the  population.  In  1917,  while 
there  was  one  town  with  2500  inhabitants  and  two  others  with 
2000  each,  nineteen  out  of  a  total  of  forty-nine  had  populations 
smaller,  in  some  cases  by  as  much  as  50  per  cent,  than  that  now 
required  to  secure  the  status  of  a  town. 
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The  following  table  from  the  Annual  Report  of  the  Depart- 
ment of  Municipal  Affairs,  shows  the  population,  assessment,  muni- 
cipal taxes,  and  debenture  debt  of  the  different  towns  in  Alberta 
at  the  end  of  1917. 

STATISTICS  RESPECTING  TOWNS  OF  ALBERTA— 1917 


Total 
Name  Population 

Athabasca    500     ! 

Brooks     350 

Bassano     1,000 

Beverly     80C 

Blairmore     1,300 

Bow   Island    600 

Camrose     1,800 

Cardston     1,400 

Carmangay    400 

Castor     900 

Claresholm     1,100 

Coleman        1,555 

Coronation    600 

Daysland    400 

Diamond   City    350 

Didsbury  v 800 

Drumheller    1,000 

Edson 700 

Fort  Saskatchewan    900 

Gleichen     600 

Granum    400 

Grouard 400 

Hanna    1,000 

Hardisty     400 

High  River   1,300 

Innisfail     835 

Irvine   450 

Lacombe    1,100 

Leduc 700 

Macleod    2,000 

Magrath    1,000 

Morinville    500 

Nanton     800 

Okotoks    500 

Olds    1,000 

Ponoka    600 

Pincher  Creek    1,100 

Raymond     1,500 

Redcliff    2,500 

Stavely     400 

Stettler  1,200 

St.  Albert  1.000 

Stony  Plain  500 

Strathmore    500 

Taber   2,000 

Tofield    500 

Vegreville  1,600 

Vermilion    1,200 

Wainwright   850 


Municipal 

Municipal 

Taxes 

Debenture  Debt 

Assessment 

Levied 

Municipal 

School 

t    818,375.00 

141,877.97 

$159,599.61 

? • 

209,890.00 

4,197.90 

none 

1,909.00 

1,186,853.00 

30,234.89 

243,800.00 

• 

1,278,295.00 

23,498.43 

22,500.00 

47,000.00 

307,278.00 

6,845.06 

55,924.28 

4,950.00 

422,235.00 

8,470.20 

60,926.77 

2,140.00 

1,648,759.00 

50,148.53 

230,997.81 

35,719.05 

1,087,476.00 

14,137.18 

104,904.35 

45,000.00 

210,686.00 

8,724.68 

29,261.06 

14,860.00 

240,463.00 

27,975.00 

50,289.00 

18,200.00 

530,375.00 

16,972.00 

104,221.56 

* 

181,152.00 

6,005.65 

1,146.28 

* 

442,215.00 

20,832.12 

60,747.45 

35,280.00 

174,247.00 

5,227.00 

5,325.26 

1,080.00 

76,348.00 

762.48 

4,064.00 

26,328.50 

207,870.00 

9,899.34 

22,900.00 

19,000.00 

362,779.00 

12,334.75 

10,200.00 

7,860.00 

1,184,706.00 

29,336.52 

18,400.00 

56,000.»0 

450,509.00 

20,273.00 

56,776.00 

* 

342,295,.00 

10,057.37 

53,000.00 

15,000.00 

137,489.00 

3,643.45 

3,873.43 

12,000.00 

565,035.00 

5,650.35 

none 

7,490.00 

560,675.00 

19,028.90 

8,501.78 

21,250.00 

165,000.00 

3,465.00 

8,774.77 

22,800.00 

750,625.00 

28,032.02 

125,581.29 

19,033.39 

202,378.00 

8,618.03 

26,150.00 

21,216.54 

175,955.00 

9,298.93 

6,437.94 

* 

593,308.00 

16,882.50 

73,819.50 

33,932,98 

188,270.00 

4,895.02 

13,214,66 

• 

1,898,706.00 

66,174.28 

570,550.00 

49,575.03 

159,300.00 

6,973.48 

25,252.56 

none 

211,514.0" 

3,799.08 

13,991.71 

• 

428,648.00 

81,443.12 

18,625.00 

• 

202,210.00 

7,223.11 

8,381.04 

21,393.44 

308,032.00 

6,715.78 

6,000.00 

8,400.00 

302,529.00 

5,369.38 

12,746.70 

2,600.00 

442,568.00 

31,160.93 

79,963.33 

2,310.00 

206,288.00 

5,157.00 

54,018.56 

21,500.00 

3,952,825.00 

51,836.48 

404,800.00 

47,950.00 

138,965.00 

2,779.30 

400.00 

* 

957,195.00 

27,812.74 

90,187.72 

40,000,00 

422,591.00 

5.888.51 

37,733.91 

15,000.00 

93,689.00 

2,500.00 

none 

1,800.00 

123,672.00 

4,328.52 

24,000.00 

* 

596,196.00 

25.040.23 

149,699.76 

60,340.84 

761,437.50 

31,949.06 

97,552.75 

17,240.00 

1,153,758.75 

44,920.28 

168,334.28 

* 

1,017,846.00 

16,378.00 

49,272.86 

28,300.00 

782,537.20 

17,215.48 

54,729.25 

16.790.00 

•  Debenture  debt  not  reported. 
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In  the  great  majority  of  the  towns  of  Alberta  up  to  1912, 
taxes  were  levied  on  real  property,  including  both  land  and  improve- 
ments, and  on  personal  property.  There  were  some,  however,  in 
which  the  taxation  of  property  was  confined  to  land  values  only. 
This  system  of  exempting  improvements  and  personal  property 
was,  as  in  the  case  of  the  villages,  inherited  in  its  optional  form  from 
the  old  regime  of  the  North  West  Territories,  the  authority  for  its 
adoption  by  the  towns  being  found  in  the  General  Municipal  Ordin- 
ance of  1897. 

Continued  by  the  Alberta  Legislature,  this  optional  "single- 
tax"  policy  seems  to  have  found  little  favour  amongst  the  towns. 
Only  a  small  minority  had  adopted  it  when  in  1912  a  Provincial 
Government  favourable  to  the  system  made  it  mandatory  through- 
out the  municipalities  of  the  province,  with  the  exception  of  the 
cities.  These  last,  being  governed  under  special  charters  were 
left  outside  the  sweep  of  this  compulsory  legislation. 

Compulsion  from  above,  however,  did  nothing  to  reconcile  the 
towns  as  a  whole  to  a  tax  system  which  for  many  of  them  was  almost 
at  once  productive  of  financial  difficulties.  It  meant  the  restriction  of 
the  basis  of  taxation  to  the  unimproved  value  of  land  just  at  a  time 
when  land  values  were  entering  on  a  period  of  severe  contraction, 
and  in  face  too  of  the  fact  that  in  several  cases  heavy  liabilities 
had  been  undertaken  on  the  security  of  revenues  resting  on  a  wider 
tax  base.  The  rapid  rise  in  urban  land  values  during  the  period 
of  'expansion  and  speculative  activity,  had  certainly  led  to  the  wide- 
spread diffusion  of  a  vague  if,  vociferous  sentiment,  in  favour  of  a 
system  which  promised  to  throw  the  burden  of  taxation  more 
heavily  on  the  land  speculator,  and  in  particular  on  the  absentee 
owner.  But  the  land  boom  was  now  over ;  and  the  officials  of  the 
towns,  in  close  touch  with  the  realities  of  the  situation,  were  for  the 
most  part  far  from  enthusiastic.  The  votes  of  the  Union  of  Al- 
berta Municipalities,  in  September,  1912,  and  again  in  August,  1913, 
against  reverting  to  taxation  of  improvements  and  personal  prop- 
erty, are  not  to  be  taken  as  conclusive  evidence  of  the  popularity 
of  the  "single  tax"  policy.  These  votes  in  all  probability  meant  no 
more  than  that  the  Union  would  not  hastily  administer  a  rebuff  to 
the  Provincial  Government,  but  would,  though  of  little  faith,  give 
the  system  a  fair  trial. 

The  verdict  was  not  long  in  doubt.  The  evidence  bearing  on 
the  immediate  effects  of  the  system  was  carefully  collected,  sifted 
and  summarised  in  1914-15  by  Dr.  Murray  Haig*.  Its  introduc- 
tion was  followed  in  almost  every  case  by  an  increase,  often  a  con- 

*  "Exemption  of  Improvements  from  Taxation  in  Canada  and  the  United  States" 
(New  York,  1915)  pp.  79-80,  129  et  seq. 
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siderable  increase,  in  the  tax  rate,  the  rise  in  several  instances  be- 
ing one  hundred  per  cent,  or  over.  It  led  to  very  general  over-assess- 
ment. In  many  towns  it  arrested  the  execution  of  improve- 
ments, created  or  intensified  the  difficulty  in  meeting  obligations 
already  assumed,  and  was  accompanied  by  a  depreciation  of  land 
values  and  by  the  surrender  of  lands  for  arrears  of  taxes.  Other 
causes,  it  is  true,  were  now  at  work  to  increase  the  financial  diffi- 
culties of  the  towns,  but  that  the  compulsory  restriction  of  the  tax 
base  to  the  unimproved  value  of  land  materially  contributed  to 
aggravate  their  difficulties,  is  beyond  question. 

Over-assessment  was  soon  found  to  afford  no  way  out  of  the 
financial  quagmire  in  which  many  of  the  towns  found  themselves 
entangled.  Nor  was  raising  the  tax  rate  far  beyond  the  then 
legal  limit  of  20  mills  any  more  effective.  Both  devices  too  often 
resulted  in  that  most  familiar  form  of  illegality  in  Western  Can- 
ada, tax  delinquency,  leading  to  the  ultimate  surrender  of  the  land. 

Very  early  in  the  day,  the  Provincial  Government  and  Legis- 
lature, by  two  significant  amendments  of  the  Town  Act,  tacitly  re- 
cognized the  inherent  weakness  of  their  "single  tax"  policy. 

(1)  The  first  amendment,  passed  in  March,  1913,  enabled 
towns  that  could  convince  the  Minister  of  Municipal  Affairs  of  the 
inadequacy  of  the  revenue  from  the  tax  on  land  values,  to  levy  a 
business  tax  for  a  period  of  three  years  (1913-15)  which,  however, 
could  be  extended  at  the  discretion  of  the  Minister.  This  tax  was 
based  on  the  rental  value  of  the  premises  occupied,  and  the  maxi- 
mum rate  was  fixed  at  20  per  cent.  In  a  short  time,  more  than 
one-fourth  of  the  towns  had  satisfied  the  Minister  of  their  inability 
to  raise  sufficient  revenue  without  levying  a  business  tax. 

(2)  Next,  at  the  second  session  of  the  Legislature  in  1913,  the 
limitation  of  the  tax  rate  on  land  values  to  20  mills  was  repealed. 
That,  to  avert  the  insolvency  of  the  towns,  it  was  thought  expedi- 
ent to  leave  the  unhappy  owner  of  urban  land  absolutely  at  the 
mercy  of  the  municipal  council,  might  seem  in  itself  a  sufficient 
commentary  on  the  policy  of  restricting  the  tax  base  to  the  un- 
improved value  of  land.  With  the  limit  to  the  tax  rate  on  land  re- 
moved, it  had  been'  fondly  expected  that  the  Minister  would  no 
longer  be  under  the  necessity  of  granting  the  right  to  levy  business 
taxes,  which  would  thus  entirely  disappear  in  1915.  But,  alas  for 
"the  best  laid  schemes  o'  mice  and  men!" 

The  sovereign  right  of  taxation  is  no  doubt,  theoretically,  abso- 
lute, and  the  province  may  delegate  the  exercise  of  its  unlimited 
right  of  direct  taxation  for  municipal  purposes  to  the  towns.  Rights 
theoretically  unlimited,  however,  are  often  in  practice  strictly  limit- 
ed by  economic  and  political  forces ;  and  the  right  of  taxation  is  es- 
pecially subject  in  its  exercise  to  economic  limitations.  In  the  towns 
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of  Alberta,  as  in  the  municipalities  of  Western  Canada  generally, 
the  reality  of  the  economic  limit  to  taxation  soon  became  only  too 
apparent,  in  the  rapid  disappearance  of  lots,  blocks,  and  subdivisions 
from  the  tax-paying  category.  The  financial  needs  of  the  towns 
proved  too  urgent  for  the  will  of  the  Legislature.  The  business 
tax,  far  from  disappearing,  was  made  more  generally  available, 
though  with  a  lower  maximum  rate.  Early  in  1916  the  same 
concessions  were  made  to  the  towns  as  we  have  already  noticed  in 
the  case  of  the  villages.  The  Town  Act  was  so  amended  as  to  per- 
mit towns  desirous  of  doing  so  to  levy,  for  four  years  from  31st 
December  1915,  (a)  a  business  tax  not  exceeding  ten  per  cent  of 
the  rental  value,  (b)  a  tax  on  buildings  and  improvements  assess- 
ed at  not  more  than  60  per  cent,  of  their  value.  In  1918,  the  time 
restriction  was  removed  from  the  business  tax,  and  it  is  admitted 
that  the  tax  on  improvements  also  is  certain  to  be  continued.  The 
rate  on  land  values,  as  we  have  seen,  has  been  without  legal  limit 
in  the  towns  since  1913,  and  the  same  rate  applies  to  buildings  and 
improvements. 

The  minimum  tax  for  municipal  purposes,  payable  on  any  lot 
in  a  subdivision  or  any  fraction  of  a  quarter  section,  is  50  cents; 
and  for  school  purposes  also  the  minimum  tax  is  50  cents. 


60  MUNICIPAL  TAXATION 


GITY  OF  EDMONTON 

Edmonton,  the  capital  city  of  the  province  of  Alberta,  ob- 
tained its  charter  of  incorporation  as  a  city  by  North- West  Terri- 
tories Ordinance  on  October  8th,  1904.  The  population,  which  at 
that  time  was  a  little  over  7,000,  increased  rapidly  during  the 
following  decade,  till  in  1914  it  was  about  72,500,  the  absorption 
of  Strathcona  in  1912,  having  added  some  6,000.  In  1914  and  the 
years  immediately  following,  however,  Edmonton  felt  the  full  brunt 
of  the  depression  consequent  on  the  collapse  of  the  real  estate 
boom  and  the  outbreak  of  war.  Though  there  has  recently  been  a 
marked  recovery,  the  population  at  the  close  of  1919,  is  estimated 
at  no  more  than  60,000. 

The  history  of  municipal  taxation  in  Edmonton  is  especially 
interesting  in  view  of  the  prominent  part  the  city  has  played  in 
what  may  be  termed  the  "single  tax"  tragi-comedy  in  Western 
Canada. 

Under  Edmonton's  original  charter,  buildings  and  improve- 
ments were  exempt  from  taxation,  it  being  provided  therein  that 
municipal  and  school  taxes  should  be  levied  on  (1)  land ;  (2)  busi- 
nesses; (3)  incomes,  and  (4)  special  franchises.  There  was  also 
a  Poll  Tax  on  all  males  over  twenty-one  years  of  age  who  had  been 
resident  in  the  city  for  three  months,  'and  whose  names  were  not 
on  the  assessment  roll.  But  this  tax,  originally  $5,  after  having 
been  twice  altered  in  amount,  first  to  $2  and  then  to  $3,  was  finally 
abolished  in  1910. 

In  the  same  year  the  city  ceased  to  levy  an  income  tax.  In 
theory  all  incomes  in  excess  of  $1,000  had  been  placed  on  the  assess- 
ment roll  and  subjected  to  the  general  tax  rate.  But,  in  practice, 
the  attempt  to  tax  income  in  this  way  was  never  successful. 

Edmonton's  original  business  tax,  the  principle  of  which  be- 
came popular  in  Western  Canada,  and  is  that  in  use  in  the  cities  of 
Saskatchewan,  combined  the  principle  of  floor  space  measurement 
with  classification  of  businesses.  The  assessor,  having  arranged 
the  different  businesses  in  the  city  in  different  classes  or  sche- 
dules, fixes  a  different  assessment  rate  for  each  schedule.  In 
Edmonton  the  maximum  legal  rate  was  $5  per  sqaure  foot  except 
in  the  case  of  banks  for  which  it  was  $10.  On  this  plan  the  busi- 
ness assessment  forms  part  of  the  tax  base  on  which  the  general 
city  rate  is  levied.  The  defects  of  the  method  are  discussed  later 
in  connection  with  its  application  in  the  Saskatchewan  cities.  In 
practice,  however,  the  business  tax  on  this  basis  seems  to  have 
given  rise  to  no  serious  objection  in  Edmonton'.  But,  "single  tax" 
theorists  being  in  the  saddle,  it  was  gradually  reduced,  and  finally 
under  authority  granted  by  an  amendment  to  the  charter,  it  was 
abolished  in  1911. 

During  the  next  six  years,  the  charter,  as  it  then  stood,  re- 
quired that  municipal  and  school  rates  in  Edmonton  should  be 
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levied  upon  (1)  land,  and  (2)  special  franchises  within  the  city.  As, 
however,  the  city  itself  owns  the  different  public  utilities,  this 
meant  in  effect  the  achievement  of  the  single  taxer's  goal — the 
taxation  of  land  values  only. 

Licenses  had  been  in  use  for  the  purpose  of  police  regulation, 
and  in  the  case  of  businesses  to  which  the  application  of  the  busi- 
ness tax  was  not  practicable.  But  after  the  abolition  of  the  busi- 
ness tax  these  were  gradually  reduced  till  the  revenue  from  that 
source  was  negligible. 

Land  was  to  be  assessed  at  its  fair  actual  value,  exclusive 
of  the  value  of  any  buildings  thereon ;  and  "in  estimating  its  value 
regard  may  be  had  to  its  situation  and  the  purpose  for  which  it  is 
used  or  for  which,  if  sold  by  the  owner,  it  could,  and  probably  would, 
be  used  in  the  next  succeeding  twelve  months." 

It  was  provided  that  the  general  tax  rate  for  municipal  pur- 
poses, exclusive  of  debenture,  school  and  local  improvement  rates, 
should  not  exceed  2  cents  on  the  dollar  upon  the  total  value  of  the 
assessable  property  within  the  city.  But  an  additional  special 
rate  not  exceeding  %  of  1  mill  on  the  dollar  may  be  levied  for  the 
maintenance  of  public  parks. 

The  adoption  by  Edmonton  in  1904  of  the  policy  of  exempting 
buildings  and  improvements,  and  concentrating  taxation  on  land 
values  seems  to  have  been  due  not  to  any  belief  in  the  Single  Tax 
doctrine,  but  to  that  particular  form  of  human  frailty  which  makes 
the  average  man  welcome  any  policy  that  promises  to  place  the 
burden  of  taxation  on  other  shoulders  than  his  own.  In  Edmonton 
the  residents  who  dominated  the  council,  and  owned  practically  all 
the  improvements,  sought  to  place  the  tax  burden  as  far  as  possible 
on  the  absentee  owners  of  the  large  tracts  of  unimproved  land  with- 
in the  city. 

In  this  connection  considerable  importance  has  generally  been 
attributed  to  the  existence  of  the  Hudson's  Bay  Company's  large 
holding  of  undeveloped  land  in  the  heart  of  the  city.  This  not  only 
provided  an  incentive  to  heavy  taxation  of  land,  but  by  compelling 
the  population  to  spread  beyond  it,  increased  the  expenditure  ne- 
cessary in  construction  of  public  utilities,  and  so  seemed  to  afford 
an  ethical  justification  for  making  its  owners  pay. 

The  Single  Tax  doctrine  seems  to  have  had  more  influence 
in  1911,  when  the  business  tax  was  abolished.  But  as  we  have 
already  seen  when  tracing  the  history  of  the  movement  in  the 
cities  of  Victoria  and  Vancouver,  so  in  Edmonton,  the  policy  of 
restricting  the  tax  base  to  land  values  was  greatly  facilitated  in  its 
operation  by  the  fact  that  its  adoption  coincided  with  the  opening 
of  a  period  in  which  land  values  were,  at  first  gradually,  but  later 
rapidly  expanding.  Throughout  the  Canadian  West  generally, 
whatever  measure  of  success  the  policy  of  exempting  improvements 
from  taxation  may  have  had  before  the  advent  of  the  depression, 
which  began  in  1913,  was  entirely  due  to  the  fact  that  the  apprecia- 
tion in  the  value  of  the  land  was  more  rapid  than  the  growth  of  the 
fiscal  needs  of  the  municipalities. 
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From  the  foregoing  table  it  will  be  seen  that  in  the  year 
following  1904  when  buildings  were  exempted,  there  was  a  large 
increase  in  the  net  assessment,  while  a  rapid  appreciation  in  land 
values  is  shown  by  the  greatly  increased  assessment  of  1906.  Again 
a  great  increase  is  seen  to  have  followed  the  dropping  of  the  in- 
come tax  in  1910,  and  the  abolition  of  the  business  tax  in  1911. 
The  inclusion  of  Strathcona,  however,  accounts  for  part  of  the 
increase  shown  in  1912,  while  that  in  1913  is  again  in  part  due  to 
a  great  extension  of  the  city  limits. 

So  far,  high  assessments  had  been  regarded  somewhat  as  a 
good  advertisement  in  the  interest  of  the  speculative  real  estate 
owner,  and  even  heavy  taxes  had  been  treated  )as  a  negligible 
factor  in  view  of  the  high  profits  which  had  been  realised  or  ex- 
pected on  sales. 

But  the  position  was  altered  and  the  dangers  incidental  to 
this  policy  of  contracting  the  tax  base,  became  at  once  not  merely 
apparent  but  imminent,  when  the  period  of  speculative  activity  was 
over,  land  values,  were  rapidly  shrinking,  and  inflated  assessments 
were  no  longer  effective  as  bait  for  the  unwary. 

Tax  delinquency  became  the  rule,  and  arrears  of  taxes  threat- 
ened the  solvency  of  the  city  already  heavily  laden  with  debt,  in- 
curred largely  for  the  construction  ,or  unprofitable  extension  of 
improvements  and  utilities,  such  as  the  Street  Railway  system,  the 
mere  upkeep  of  which  had  now  become  burdensome.  The  alarming 
accumulation  of  arears  of  taxes,  and  growing  indebtedness,  at 
length  compelled  a  thorough-going  revision  of  the  city's  fiscal 
policy. 

As  the  outcome  of  this,  the  city  council  in  1917,  sought  and 
obtained  an  amendment  of  its  charter  by  which  it  was  authorised, 
subject  to  ratification  by  a  plebiscite  at  the  next  general  municipal 
election,  (a)  to  levy  a  tax  on  buildings  and  improvements  assessed 
at  not  more  than  25  per  cent,  of  their  value;  (b)  to  levy  a  busi- 
ness tax  not  exceeding  6  per  cent,  of  a  business  assessment  equal 
to  the  full  annual  rental  value  of  the  premises  occupied. 

The  plebiscite  in  December,  1917,  resulted  in  ratification  of  the 
proposed  business  tax,  but  in  rejection  of  the  proposal  to  tax  build- 
ings and  improvements.  The  council,  however,  in  the  spring  of 
1918  again  approached  the  Legislature  and  secured  an  amend- 
ment to  the  charter  fixing  the  assessment  of  buildings  and  im- 
provements at  60  per  cent,  of  their  actual  value  as  measured  by 
"the  amount  by  which  the  value  of  the  land  is  thereby  incrsased." 
At  the  same  time  in  place  of  the  business  tax  "not  exceeding  6 
per  cent./'  a  tax  on  a  graduated  scale  running  from  6  to  25  per 
cent,  of  an  assessment  of  the  full  annual  rental  value,  according  to 
the  class  of  business,  was  substituted. 

The  rental  value  business  tax  is  linked  with  the  system  of  li- 
censes now  introduced  on  a  broader  basis  than  formerly,  the  tax 
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being  set  off  against  the  license  fee,  and  whichever  is  the  heavier 
taken. 

Finally,  the  city  at  the  same  time  obtained  authority  to  levy, 
during  the  years  1918  and  1919,  an  Income  Tax  upon  the  annual 
income  of  residents  in  the  City  and  upon  the  net  profit  or  gain  of 
non-residents  arising  from  business  controlled,  conducted  ,or  carried 
on  in  or  from  the  City.  The  two  year  limit  has  since  been  re- 
moved. 

Income  up  to  and  including  $1,000  is  exempt  in  the  case  of 
an  unmarried  person,  a  widow  or  widower  without  dependent  chil- 
dren, and  of  all  other  persons,  $1,500.  The  tax  is  on  a  progressive 
scale,  rising  from  1  per  cent,  on  the  first  $1,000  of  taxable  income 
to  8  per  cent,  on  all  taxable  incomes  in  excess  of  $10,000. 

Among  the  exemptions  is  included  the  income  derived  from 
land  and  buildings  within  the  City ;  and  any  person  with  a  taxable 
income  not  exceeding  $5,000  and  liable  to  pay  to  the  City  a  tax  on 
real  property,  may  set  off  against  his  real  property  tax  the  tax  for 
which  he  may  be  liable  on  an  income  up  to  and  including  $3,000. 
This,  of  course,  greatly  lessens  the  value  of  the  tax  as  a  source 
of  revenue. 

The  Edmonton  system  of  taxation,  therefore,  now  includes 
taxes  on  (a)  Land;  (to)  Buildings  and  Improvements;  (c)  Busi- 
ness; (d)  Income.  Thus,  the  City  which  led  in  the  policy  of  re- 
stricting the  tax  base  to  land  values  only,  has  also  led  in  the  recent 
reaction  towards  a  safer  and  broader  basis  of  municipal  taxation. 

But  how  urgent  the  need  of  reform  had  become  is  seen  from 
the  rapid  growth  of  tax  arrears  and  city  indebtedness  under  the 
old  system. 

For  the  last  five  years,  the  aggregate  amounts  of  taxes  out- 
standing on  December  31st,  have  been  as  follows:  1914,  $2,560,- 
354;  1915,  $4,001,245;  1916,  $5,250,257;  1917,  $6,157,075;  1918, 
$6,755,760. 

The  figures  for  1918,  however,  include  $55,006  arrears  of  Busi- 
ness and  Income  Taxes.  It  should  also  be  noticed  that  in  1918  for 
the  first  time  the  council  has  made  a  substantial  beginning  ($335,- 
732)  towards  the  creation  of  a  reserve  fund  against  arrears  of 
taxes  which  may  prove  uncollectable. 

The  following  table  from  the  Comptroller's  report  for  1918 
shows  the  Net  Assessment,  Taxes  Levied  (including  Special),  Tax 
Rate  and  Percentage  of  Collections  in  each  of  the  years  1916-18. 

Collected     Percentage 
Total  within   current     of  Levy 

Year.  Net  assessment.    Mill  rat*.     Taxes  Levied.       year  incl.  dist.     Collected 

1916    $130,916,285  21  $3,283,613.63  $1,618,291.21  49      To 

1917    100,212,080  26.50       3,188,641.16  1,744,296.43  55      % 

1918    91,873.720  30  3,655.371.76  1,991,270.52  54.5% 
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The  fact  that  the  City  is  collecting  little  more  than  half  its 
annual  levy  surely  constitutes,  as  the  Comptroller  points  out,  "the 
chief  problem  of  the  Administration." 

The  gross  Debenture  Debt  of  the  City  at  31st  December,  1918, 
was  $25,242,518.89.  Deducting  Debentures  against  the  security 
of  "Public  Utilities,"  $9,685,909.09;  Local  Improvements,  $3,960,- 
794.46,  and  allowing  for  the  Sinking  Fund  investment,  the  net 
General  Debenture  Debt  was  $9,864,005.84. 

There  were  also  on  31st  December,  1918,  current  loans  from 
the  Bank,  and  Treasury  Notes,  maturing  at  various  dates  up  to 
15th  July,  1923,  to  the  amount  of  $5,576,550.32. 


CITY  OF  EDMONTON 
Statement  of  Revenue  for  Year  1919. 

General  Taxes  on  Land  and  Buildings , $2,804,133.22 

Less  Discount 150,950.69 

$2,653,182.53 

Special  Assessments  510,648.95 

Business  Tax  170,000.00 

Income  Tax ••.. .  140,000.00 

Rev.  other  than  above  taxes 355,957.30 


Total  Revenue $3,829,788.78 

Population  60,000 

1919  Land  Assessment $62,471,850.00 

1919  Buildings  Assessment  (60  per  cent,  of  value)....  16,834,470.00 


$79,306,320.00 
Tax  Rate  36.3  mills  City ;  1  mill  Prov.  Government. 

From  the  above  it  appears  that,  of  the  revenue  derived  from 
the  taxation  of  land  and  buildings,  business,  and  income,  the  Land 
and  Buildings  Tax  yielded  89.54  per  cent. ;  the  Business  Tax  5.74 
per  cent. ;  and  the  Income  Tax,  4.72  per  cent. 


/ 
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GITY  OF  CALGARY 

Calgary,  situated  in  the  foothill®  of  the  Rock  Mountains,  at  the 
junctioivof  the  Bow  and  Elbow  rivers,  is  the  largest  city  in  Alberta, 
and  the  third  in  point  of  population  in  Western  Canada.  In  1883, 
when  the  Canadian  Pacific  Railway  reached  Calgary,  it  was  a  place 
with  less  than  500  inhabitants.  In  1884  it  was  incorporated  as  a 
town,  and  in  1894  it  received  its  charter  as  the  City  of  Calgary. 
It  has  now  (1919)  an  area  of  36  square  miles,  or  sections,  and  a 
population  estimated  at  70,000.  Before  the  collapse  of  the  specu- 
lation in  land  values  followed,  as  that  was  by  the  disastruos  oil 
boom  and  the  outbreak  of  war,  the  population  of  the  city  was 
variously  estimated  at  from  15  to  25  per  cent,  above  its  present 
level.  Like  other  cities  of  the  West,  Calgary  suffered  heavily  for 
a  time.  But  the  industry  and  commerce  of  the  city  are  not  of  an 
ephemeral  order.  They  rest  on  the  sure  foundation  of  its  geo- 
graphical situation,  its  ample  supply  of  pure  water  and  cheap  water 
power,  its  railway  transport  facilities,  and  the  great  mineral,  agri- 
cultural, and  pastoral  resources  of  the  country  around  it.  Already 
the  city  shows  marked  signs  of  recovery  from  the  severe  depres- 
sion which  began  in  1913. 

In  the  year  1900,  Calgary  adopted  the  policy  of  municipal 
ownership,  and  operation  of  public  utilities.  Beginning  with  the 
purchase  of  the  Waterworks  system,  it  has  gradually  extended  its 
activities  in  this  direction  till  it  now  owns  and  operates  also  the 
Electric  Light  and  Power  system,  the  Street  Railway  system,  an 
Asphalt  Paving  Plant,  and  a  Public  Market.  Municipal  ownership 
and  operation  is  regarded  as  a  conspicuous  success  in  all  these 
cases,  with  the  possible  exception  of  the  Public  Market.  It  prob- 
ably is  so,  if  looked  at  from  the  standpoint  of  convenience  and  econ- 
omy to  the  citizens.  But  financially  al  were  running  at  a  loss  in 
1918,  except  the  waterworks  system.  This,  however,  was  attribu- 
ted to  the  abnormal  conditions  Which  are  already  passing  away. 

Assessment  and  Taxation 

In  respect  of  assessment  and  taxation,  Calgary,  while  subject 
to  similar  influences,  and  moving  in  the  same  direction  as  Edmon- 
ton, has  pursued  on  the  whole  a  more  cautious  and  conservative 
policy.  Under  the  charter  granted  in  189«3 — the  numerous  amend- 
ments to  which  have  not  been  consolidated  since  1912 — all  land  (de- 
fined as  including  buildings  and  improvements) ,  personal  property 
and  income,  are  made  liable  to  taxation.  Further,  all!  municipal 
rates  or  taxes  are,  in  the  absence  of  express  provision  to  the  con- 
trary, to  be  "levied  equally  upon  the  whole  rateable  property  and 
income,  according  to  the  assessed  value  thereof,  and  not  on  any  one 
or  more  kinds  of  property  in  particular,  or  in  different  proportions." 
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Among  the  exemptions  are :  Churches,  and  the  land  in  connection 
therewith,  not  exceeding  one  half  acre ;  household  effects,  and  one- 
third  of  the  value  of  all  personal  property  belonging  to  any  person 
assessed. 

The  personal  property  tax  was  nominally  a  tax  on  personal 
property  assessed  at  two-thirds  of  its  value.  But  in  practice,  the 
great  bulk  of  personalty  escaped  assessment  altogether,  and  the  tax 
was  in  effect  little  more  than  one  on  the  stock-in-trade  of  the  mer- 
chant. The  experience  of  Calgary  in  this  respect  was  in  keeping 
with  that  of  other  communities  where  an  attempt  has  been  made 
to  apply  the  same  rate  to  all  kinds  of  property,  real  and  personal, 
The  tax  in  its  restricted  application,  however,  was  collected  for  the 
last  time  in  1915,  being  superseded  in  the  following  year  by  the 
business  tax  described  below. 

The  old  income  tax  in  Calgary  was  even  less  successful  than 
the  personal  property  tax.  For  many  years  an  attempt  was  made 
in  accordance  with  the  terms  of  the  charter  to  include  income  in  ex- 
cess of  $1,000  in  the  assessment  for  taxation.  But  in  practice  a 
city  income  tax  of  this  character  was  found  to  be  both  inequitable 
and  unproductive,  and  in  1911  it  was  abandoned. 

Prior  to  1915  there  was  a  poll  tax  of  $3  on  every  male  resident 
between  the  ages  of  twenty-one  and  sixty,  whose  name  did  not  ap- 
pear on  the  assessment  roll  as  liable  to  a  property  tax.  It  was, 
however,  as  usual  an  admitted  failure,  and  was  abolished  at  the 
request  of  the  council. 

Real  Property  Taxation 

The  history  of  the  real  property  tax  shows  clearly  the  com- 
paratively limited  extent  of  the  "single  tax"  movement  in  Calgary. 

Up  to  1903  both  land  and  buildings  were  assessed  for  taxation 
at  80  per  cent,  of  their  value,  and  from  1904  to  1909  at  100  per  cent. 
In  1910  the  assessments  were  respectively  90  per  cent,  for  land,  and 
80  per  cent,  for  buildings.  In  1911  Calgary  entered  on  the  path 
that  was  expected  to  lead  to  the  total  exemption  of  improvements. 
The  relevant  section  of  the  charter  was  amended  to  secure  that  land 
should  be  assessed  at  its  fair  actual  value,  and  that  the  assessment 
of  buildings  and  improvements  should  be  reduced  to  50  per  cent,  of 
their  value.  The  Council  was  at  the  same  time  empowered  to  pro- 
vide by  by-law  for  reducing  the  assessment  of  buildings  and  im- 
provements by  10  per  cent,  of  the  value  each  year  till  it  had  been 
extinguished. 

The  assessment  of  buildings  was  accordingly  at  once  reduced 
to  50  per  cent.  But  it  was  not  till  the  following  year,  1912,  that 
the  assessment  of  land  value  was  raised  to  100  per  cent.,  and  the 
Council  at  the  same  time  reduced  the  assessment  of  buildings,  not 
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by  10  per  cent,  as  provided  in  the  charter,  but  by  25  per  cent,  of 
their  value. 

At  this  stage,  however,  the  council  faltered  in  its  faith,  and, 
despite  the  dominance  of  "single  tax"  doctrine  in  the  Alberta 
Legislature,  a  further  amendment  to  the  charter  was  obtained  in 
1913,  permitting  the  assessment  of  buildings  and  improvements  to 
remain  at  25  per  cent.,  no  increase,  however,  being  allowed  without 
the  consent  of  the  ratepayers.  But  the  grim  logic  of  facts  proved 
irresistible.  The  halt  had  been1  called  none  too  soon.  Diminishing 
revenues  and  growing  debts  brought  the  conviction  that  to  restrict 
the  tax  base  to  land  values  when  land  values  were  themselves  in 
process  of  rapid  contraction,  was  clearly  the  road  to  financial 
suicide,  and  that  the  maintenance  of  the  city's  credit  required,  on 
the  contrary,  a  distinct  broadening  of  the  basis  of  taxation. 

By  successive  amendments  to  the  charter  this  broader  tax  base 
has  been  made  possible.  In  1915  provision  was  made  (a)  for  the 
assessment  of  special  franchises  on  the  full  value  of  all  buildings, 
improvements,  plant,  machinery,  equipment,  and  apparatus  used 
in  their  operation ;  and  (b)  for  the  abolition  of  the  personal  proper- 
ty tax  and  the  substitution  therefor  of  a  modern  business  tax  on  a 
rental  value  basis.  These  taxes  were  both  levied  for  the  first  time 
in  1916.  A  further  step  was  taken  in  1918  when  legislation  was 
passed  empowering  the  council  to  impose  an  income  tax,  and  to  in- 
crease the  assessment  of  buildings  and  improvements  to  not  more 
than  50  per  cent,  of  their  fair  actual  value. 

Thus  the  city  may  now  legally  impose  taxes  on  (a)  land  and 
buildings ;  (b)  business ;  (c)  income ;  (d)  special  franchises. 

It  has  not  yet,  however,  taken  advantage  of  the  right  to  in- 
crease the  assessment  of  buildings  above  25  per  cent.,  nor  has  it  as 
yet  made  use  of  the  income  tax. 

Business  Tax 

The  business  tax  authorized  by  the  amendment  to  the  city 
charter,  passed  in  April,  1915,  was  at  a  uniform  rate  "not  exceed- 
ing six  per  cent."  upon  an  assessment  of  the  full  annual  rental  value 
of  the  premises  occupied,  whether  buildings  or  land  or  both.  In  the 
first  two  years  of  its  operation,  i.e.,  in  1916  and  1917,  the  uniform 
rate  on  rental  value  was  the  cause  of  considerable  dissatisfaction. 
But  the  adverse  criticism  on  this  ground  was  met  in  the  Charter 
Amendment  Act  of  April  13,  1918,  which  substituted  a  rate  "of  not 
less  than  six  per  cent,  and  not  greater  than  ten  per  cent,"  and 
authorized  the  council  to  fix  by  by-law  a  different  rate  per  cent, 
for  different  classes  of  business.  This  was  made  effective  for  1918 
with  three  schedules  of  businesses  on  which  the  tax  rates  were  re- 
spectively 6,  8,  and  10  per  cent.  Persons  and  firms  occupying 
business  premises  for  temporary  purposes  are  subject  to  a  special 
license  fee. 
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Income  Tax 

In  the  Act  amending  the  charter  passed  in  April,  1918,  the 
council  obtained  authority  to  levy  during  the  years  1918  and  1919, 
an  income  tax  similar  to  that  granted  to  Edmonton.  The  limi- 
tation of  the  privilege  to  two  years  was  taken  to  signify  that  the 
Provincial  Government  in  1918  had  in  contemplation  the  possibility 
of  itself  levying  a  provincial  income  tax.  The  Act  differs  in  detail 
slightly  from  that  of  Edmonton.  The  exemption  limits  are  $600 
and  $1,200  for  unmarried  and  married  persons,  respectively,  in 
place  of  as  in  Edmonton,  $1,000  and  $1,500.  In  the  Calgary  Act, 
too,  the  rate  on  the  first  $500  of  taxable  income  is  one  half  of  one 
per  cent,  and  on  the  second  $500,  one  per  cent.,  whereas  in  Edmon- 
ton, the  rate  on  the  first  $1,000  is  one  per  cent.  In  other  respects 
the  Acts  are  identical.  There  is  the  same  exemption  of  income 
derived  from  land  and  buildings  within  the  city  and  the  same 
permission  to  set  off  the  Income  Tax  against  the  Real  Property 
Tax.  This  exemption  and  set-off,  it  is  felt,  must  go  far  to  destroy 
the  income  tax  as  a  source  of  municipal  revenue,  and  at  the  same 
time  render  it  excedingly  troublesome  to  collect.  In  any  case, 
Calgary  has  not  yet  seen  fit  to  follow  the  example  of  Edmonton  in 
availing  herself  of  the  right  to  impose  on  Income  Tax. 

The  revenue  collected  by  the  city  in  1918  for  general  municipal 
and  school  purposes  from  taxation,  including  licenses,  was  as  fol- 
lows : 

(General  Assessment) — 

On  land,  buildings  and  special  franchises....$2,204,578.28 —  91 27% 

Business  Tax  156,854.40—     6.50% 

Fees  and  Licenses  53,978.07 —    2.23% 


$2,415,410.70—100% 

The  following  tables  from  the   latest  issue   of  the  Municipal 
Manual  show  the  assessment  and  tax  rates  from  the  year  1904 : 

STATEMENT  OF  ASSESSMENT 

Year  Land     Valua-  Buildings  Valua-  Personal  Valua-    Income  Total 

tion  at  tion  at  tion 

per  cent.  per    cent. 

1904        1,956,140   100        1,620,587   100        495,250    2-3       27,300.00         4,099.437 


1905  2,289,655  "  2,327,264 

1906  3,758,341  "  3,011,290 

1907  7,861,171  "  3,716,575 

1908  10,346,893  "  5,995,660 

1909  12,597,808  "  5,612,935 


769,300  "  47,250.00  5,433.469 

968.690  "  43,600.00  7.771.921 

1,263,700  "  *  51,050.00  12,832,496 

1,550,875  "  48,250.00  17,941.698 

1,539,585  "  74,650.00  19,824,978 

1910  22,433,417  90    5,747,315  80   2,469,360  "  146,000.00  30,796.092 

1911  40,924,800  "    7,299,895  50   4,522,905  "  None  52,746.600 

1912  102,260,915  100    5,203,405  25   4,133,815  "  "  112,559.400 

1913  120,801,588   "    7,293,090   "   4,928,970  "  "  133,023,618 

1914  119,842,255   "    9,308,525   "   5,735,645  "  "  124,886.425 

1915  97,708,425   "    10,043,780   "   6,055,530  "  "  113,807.735 
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Year      Land            Valua-  Buildings  Valua- 
tion at                       tion  at    Business  Special  Total 
per  cent.                      per  cent  Assessment  Franchise 

1916  72,740,609     100  10,127,570     25      1,999,912     6%  330,000.00      85,198,091 

1917  68,606,473     "  10,130,810     "        1,871,498  330,000.00      80,938,781 

1918  65,727,733     "  10,170.985     "        2,024,696      "  550,000.00       78,473,414 

1919  77,943,010     " 

In   considering  Total  Assessment   on   which   Mill   Rate   is   payable,   deduct 
the  Business  Assessment  from  Total. 


TAX  RATES 

u 

Total 
Rate 

Mills 

Municipal 

General 
No.       Mills 

01 

at 

ft 

I 

Z  6 

Library 
No.    Mills 

Parks 
No.  Mills 

0)    o 

1904 

22 

10 

6% 

5% 

1905 

22 

10 

7% 

4% 

1906 

22 

10 

6 

6 

1907 

18 

9 

5 

4 

1908 

18 

9 

5 

% 

3% 

1909 

21  y2 

10 

7% 

% 

3% 

1910 

15 

7% 

4% 

% 

3% 

1911 

14% 

7 19-16 

3% 

% 

1-2 

5-5 

2% 

1912 

12% 

7.4100 

2.6313 

.2266 

.1550 

$750 

1.7021 

1913 

18% 

10.2885 

3.0298 

.5634 

.5418 

L505 

4.1760 

1914 

20.75 

9.129 

5.61 

1.0567 

.1854 

F376 

4.0313 

1915 

19.50 

7.2331 

5.5085 

.8828 

.1757 

5272 

5.1727 

1916 

21.50 

2.4919 

7.5058' 

.8058 

.1322 

r347 

9.8296 

1917 

26.50 

5.2221 

8.7012 

1.0000 

.1773 

5781 

10.8213 

1918 

32.00 

5.5674 

9.6680 

1.2754 

.2446 

5053 

11.4893 

PECIA 

Jj  LEVIES  191R        I 

Special 

Treasury 

Note  (No.   of 

mills) 

....   2.25 

(No.   of 

Mills) 

....   1.00 

It  will  be  observed  that,  while  there  has  been  a  rapid  rise  in  the 
mill  rate  fr°m  1913  onwards,  the  assessment,  which,  at  its  highest, 
fell  far  short  of  the  inflated  level  reached  in  Edmonton,  has  been 
greatly  reduced  in  sympathy  with  the  fall  in  the  market  value  of 
real  estate. 

Taking  the  figures  for  1918,  the  city  tax  rate  of  31  mills  on  the 
assessment  of  land,  buildings,  and  special  franchises,  together  with 
the  6  per  cent,  rate  on  the  business  assessment,  gives  a  total  tax 
levy  of  $2,491,392,  or  a  per  capita  tax  of  $35.59  on  the  estimated 
population  of  70,000. 

The  31  mill  city  rate  on  land  and  buildings,  together  with  the 
Provincial  Supplementary  Revenue  Tax  of  1  mill  on  land  value 
gives  a  total  tax  burden  on  real  property  of  $2,428,759,  or  $34.69 
per  head. 

The  total  arrears  of  taxes  on  31st  December,  1818,  amounted 
to  $4,539,718. 
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Tax  Sale  Certificates 

In  Calgary,  as  throughout  the  municipalities  of  the  West,  the 
problem  of  delinquent  taxes  and  the  difficulty  of  enforcing  pay- 
ment of  arrears  became  serious  during  the  years  of  depression. 
In  1917  the  city  obtained  an  amendment  to  its  charter,  authorizing 
the  issue  and  sale  of  tax  certificates  against  land  on  which  the 
taxes  were  in  arrears.  Calgary  appears  to  have  been  the  first 
of  Canadian  cities  to  adopt  this  method  which  has  been  for  some 
time  in  use  in  certain  cities  of  the  Western  States.  By  this  method 
the  purchaser  of  a  tax  certificate  has  a  claim  against  the  land, 
which  after  a  certain  time  can  be  enforced  iby  sales.  The  amount 
paid  for  the  tax  certificate  bears  interest  and  is  a  first  charge 
against  the  land.  The  method  is  said  to  have  the  advantage  that 
it  attracts  investors  who  are  willing  in  this  way  to  invest  in  an  in- 
terest bearing  security,  but  would  not  care  to  purchase  the  land 
itself.  The  authority  to  issue  such  certificates  has  since  been 
extended  to  other  Alberta  cities. 

Taxation  of  Suburban  Land 

In  the  four  leading  cities  of  Alberta — Edmonton,  Calgary 
Lethbridge,  and  Medicine  Hat — much  of  the  financial  difficulties  of 
the  present  has  arisen  from  the  undue  extension  of  the  city  boun- 
daries. This  has  resulted  in  the  inclusion-  of  what  is,  and  must  for 
many  years  remain,  essentially  agricultural  land.  To  some  part 
of  this  outlying  territory  public  utilities  have  been  extended  at 
great  cost,  at  the  suggestion,  in  many  cases,  of  the  real  estate 
owners,  and  with  resulting  increase  in  the  cities'  indebtedness.  In 
Calgary,  for  example,  some  sixteen  out  of  its  total  area  of  36 
sections  consist  of  land  of  this  character,  while  of  Medicine  Hat's 
area  of  11,000  acres,  4,000  can  be  described  as  purely  agricultural 
land,  and  on  this  the  tax  arrears  at  present  (1919)  amount  to 
about  $50.00  per  acre. 

The  attempt  of  the  cities  to  assess  and  tax  this  outlying  land 
on  the  same  basis  as  city  property,  passed  unheeded,  while  it  was 
in  the  interests  of  the  real  estate  speculator  that  it  should  be  re- 
presented as  consisting  of  attractive  building  sites.  But  now  that 
not  the  most  optimistic  can  so  delude  himself,  the  demand  of  the 
owners  is  that  the  city  boundaries  should  be  readjusted  so  as  to 
leave  this  land  outside.  It  is  claimed  that  the  heavy  taxes  have 
rendered  the  lands  unsaleable,  and  that  the  accumulated  debts 
against  them  in  the  shape  of  arrears  of  taxes,  are  rapidly  eating 
up  their  entire  value. 

To  this  proposal  the  cities  cannot  agree,  in  view  of  their  heavy 
debenture  indebtedness  incurred  largely  on  the  security  of  taxes 
levied  on  such  land. 

How  the  cities  of  Alberta  stood  in  that  respect  at  the  close  of 
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1917  will  be  seen  from  the  following  table  taken  from  the  Report  of 
the  Department  of  Municipal  Affairs : 

STATISTICS    RESPECTING    CITIES    OF    AliBERTA — 1917 

Total                      Municipal  Municipal  School 

Name                         Population                  Assessment               Taxes  LeTied  Debenture  Debt  Debenture  Debt 

Calgary.... 65,000  $    91,069,591.00  $1,616,485.25  $20,477,518.61  $2,642,732.97 

Edmonton 100,213,850.00    1,879,009.67  21,704,088.50  3,419,950.67 

Lethbridge 10,500        11,866,395.00        454,475.80  3,857,855.66     * 

Medicine  Hat..  10,000        13,594,465.00        331,415.60  3,329,647.90        662,972.07 

Red  Deer 2,500          3,176,780.00          55,345.28  343,449.74  50,000.00 

Wetaskwin 2,000          2,604,895.00          55,354.00  462,062.21  50,472.00 

♦School  Debentures  debt  not  reported. 

But,  while  opposing  either  a  reduction  of  their  limits  or  of  the 
amount  of  arrears  of  taxes,  the  cities  advocate  (a)  division  of  the 
city  area  into  zones  with  cancellation  of  subdivisions  in  the  outer 
zone,  and  taxation  of  this  land  with  the  existing  unsubdivided  lands 
on  an  acreage  basis  having  regard  to  its  value  for  agricultural 
purposes  only ;  (b)  that  the  payment  of  arrears  of  taxes  should  be 
spread  over  a  period,  say,  of  ten  years,  one-tenth  being  payable  each 
year  together  with  interest  on  the  balances  outstanding  at  the  rate 
of  8  per  cent,  per  annum.  This  plan  is  similar  to  that  already  in 
operation  in  the  City  of  Victoria.  It  is  proposed  in  the  Alberta 
cities  that  the  extension  over  ten  years  should  apply  only  to  pro- 
perties in  the  outer  or  suburban  zone,  while  the  owners  of  those 
within  the  inner  ring  of  city  lots  would  have  to  pay  one-fifth  of  the 
arrears  annually. 
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CHAPTER  III. 

TAXATION  IN  SASKATCHEWAN 

I.— PROVINCIAL  TAXATION. 

The  Province  of  Saskatchewan,  like  the  sister  province  of  Al- 
berta, was  created  on  September  1st,  1905.  It  embraces  the  dis- 
tricts known,  under  the  government  of  the  Northwest  Territories, 
as  Assiniboia  and  Saskatchewan,  and  the  eastern  half  of  the  dis- 
trict of  Athabasca.  The  area  of  the  province  is  251,700  square 
miles,  or  more  than  twice  the  area  of  the  United  Kingdom,  and 
greater  than  that  of  any  European  country  save  Russia.  The 
province  is  esentially  an  agricultural  and  more  especially  a  wheat 
growing  region.  Of  its  area  the  land  suitable  for  agriculture 
is  estimated  at  94,000,000  acres,  and  of  this  upwards  of  74,000,000 
acres  are  as  yet  unimproved.  The  population,  which  in  1906  was 
257,763,  had  increased  at  the  Quinquennial  Census  of  1916  to 
647,835,  and  in  1918  was  officially  estimated  at  691,000. 

In  Saskatchewan  prior  to  1917  the  provincial  tax  system 
rested  on  quite  different  bases  from  that  of  the  municipalities.  To 
the  latter  belonged  the  exclusive  privilege  of  taxing  real  estate, 
business  and  income;  while  the  provincial  revenue  included,  in 
addition  to  the  Dominion  subsidy,  the  corporation  and  railway 
taxes,  the  succession  duties,  and  a  varied  assortment  of  licenses 
and  fees. 

As  we  have  already  seen  in  the  case  of  Alberta,  so  in  Sas- 
katchewan the  proportion  of  the  provincial  revenue  received  from 
the  Government  of  Canada  is  too  great,  and  that  from  taxation  too 
small,  to  admit  of  the  degree  of  elasticity  essential  to  a  good  reve- 
nue system.  This  defect  is  rendered  more  pronounced  by  the  fact 
that  the  existing  taxes  are  not  of  an  adaptable  character.  The  rates 
cannot  be  readily  altered,  like,  for  example,  the  rate  of  an  income 
tax,  to  meet  the  varying  financial  needs  of  the  province  from  year 
to  year.  The  position  in  this  respect  has  been  but  slightly  altered 
by  the  legislation  of  1917  to  be  noticed  below. 

In  Saskatchewan,  as  in  Alberta,  the  most  important  item  in 
the  provincial  revenue  is  the  Dominion  Subsidy  of  $1,710,675, 
which  includes  (a)  the  allowance  for  Government  and  Legisla- 
tion ;  (b)  the  Subsidy  of  80  cents  per  head  otm  Population  of  691,- 
000;  (c)  the  Debt  Allowance;  (d)  the  Allowance  in  lieu  of  public 
lands.    Only  the  last  mentioned  item  calls  for  special  notice. 
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Saskatchewan,  like  the  other  prairie  provinces,  has  not  yet 
been  ceded  the  title  to  the  public  or  ungranted  lands  within  the 
province,  but  in  lieu  thereof  receives  annually  a  certain  sum  as 
part  of  the  Dominion  Subsidy.  The  amount  of  this  sum  is  deter- 
mined, in  accordance  with  the  statute  by  which  the  Province  was 
created  in  1905,  on  the  basis  of  the  population  as  ascertained  at  each 
quinquennial  census.  It  was  fixed,  in  the  case  of  Saskatchewan, 
as  in  that  of  Alberta,  at  $375,000  till  the  population  reached  400,000. 
Between  that  and  800,000  the  allowance  is  to  be  $562,500,  its  pre- 
sent level.  Thereafter  the  allowance  will  be  $760,000  till  the  popu- 
lation reaches  1,200,000,  and  beyond  that  limit  $1,125,000. 

In  addition  to  the  subsidy  proper,  the  Province  receives  an- 
nually from  the  Government  of  Canada  a  considerable  and  increas- 
ing sum  as  income  from  the  school  lands  fund,  held  in  trust  by  it. 
For  the  fiscal  wear  1916-17  this  amounted  to  $273,046  and  for 
1917-18,  $497,021. 

Of  the  general  revenue  of  the  province  for  the  year  1916-17 
amounting  to  $5,631,911  the  subsidy  proper  formed  3»0.4  per  cent, 
and  the  total  receipts  from  the  Government  of  Canada,  including 
the  income  from  the  school  lands  fund,  amounted  to  $1,983,721 
or  35.2  per  cent.  Direct  taxation  in  the  literal  sense  was  respons- 
ible for  only  6j6  per  cent.,  of  which  Corporation  and  Railway  Taxes 
together  yielded  $304,216  or  5.4  per  cent.,and  Succession  Duties 
$69,996  or  1.2  per  cent.  Land  Titles  fees,  court  fees,  companies  and 
other  fees,  motor  vehicle,  moving  picture  and  other  licenses  and 
fines,  collected  by  the  different  departments  of  government,  ac- 
counted for  $1,446,448  or  26.7  per  cent.  "Licenses"  and  "fees", 
however  ,as  already  explained,  are  to  a  considerable  extent  really 
taxes.  The  balance  of  $1,828,681,  or  32.5  per  cent.,  was  made  up 
of  interest,  revenue  arising  from  the  Liquor  Stores-  system,  and 
miscellaneous  departmental  revenues. 

Reference  has  already  been  made  to  the  tax  legislation  of  1917. 
Of  the  enactments  of  that  year  the  Public  Revenues  Act  and  the 
Wild  Lands  Tax  Act  have  materially  contributed  to  increase  the 
tax  revenue  of  the  Province.  Their  influence  will  be  seen  from  the 
following  table  which  gives  the  yield  of  the  leading  taxes  for  1917- 
18,  and  the  estimated  yield  for  1918-19. 

Revenue  for     Estimated  Revenue  for 
1917-18  1918-19 

Public  Revenues  Tax $928^601  $1,700,000 

Wild  Lands  Tax 750,000 

Corporation  Tax 210,007  230,000 

Railway  Tax 109,390  108,000 

Succession  Duties 116,802  80,000 

The  following  are  the  different  sources  of  Provincial  Tax 
Revenue  and  the  rates  at  present  in  force. 
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Public  Revenues  Tax. 

The  Patriotic  Revenues  Act  of  1916,  in  order  to  raise  a  fund  to 
assist  in  meeting  expenditures  incidental  to  the  war,  imposed  a  tax 
of  one  mill  on  the  dollar  of  the  total  value  of  all  rateable  property 
in  the  municipalities,  and  one  cent  per  acre  on  land  in  the  local 
improvements  districts.  In  1917  this  was  superseded  by  the  Public 
Revenues  Act  which  imposes  a  tax  of  two  mills  on  the  dollar,  and 
one  cent  per  acre,  as  above,  and  one-fifth  cent  per  acre  upon  land 
leased  from  the  Crown  for  grazing  purposes.  By  this  measure 
the  tax  becomes  explicitly  a  part  of  the  provincial  revenue  system 
for  general  purposes,  though  for  the  year  1918  one  million  dollars 
of  the  yield  was  ear-marked  for  patriotic  purposes.  The  tax  is 
collected  by  the  municipal  officials  and  the  proceeds,  less  five  per 
cent.,  handed  over  to  the  Provincial  Treasurer. 

A  tax  of  this  nature  is  open  to  serious  objection  on  the  score 
of  equity.  Being  levied  on  the  value  of  all  rateable  property  in  the 
municipalities,  it  clearly  falls  most  heavily  on  those  with  the  widest 
tax  base  and  the  highest  assessments.  In  some  Saskatchewan 
municipalities  the  tax  base  is  restricted  to  land  only,  in  others  to 
land  and  a  varying  percentage  of  improvements,  and  in  others  again 
it  includes  not  only  land  and  improvements  but  business  and  in- 
comes. Further,  even  where  the  tax  base  is  nominally  the  same, 
there  are  often  great  inqualitis  in  the  assessment  as  between  dif- 
ferent municipalities.  These  inequalities  may  be  removed  by  re- 
stricting the  tax  to  land  values  only,  as  is  done  with  the  Supple- 
mentary Revenue  Tax  in  Alberta,  and  equalizing  the  assessments*. 
But  if,  as  is  now  generally  recognized,  the  system  of  municipal  taxa- 
tion already  rests  in  too  great  degree  on  the  basis  of  land  values, 
the  situation  is  surely  not  improved  by  the  addition  of  a  provincial 
tax  on  the  same  base.  There  are,  as  the  recent  experience  of  the 
municipalities  of  Western  Canada  abundantly  proves,  very  real 
limits  to  the  concentration  of  taxation  on  the  value  of  land  or  of  real 
property  in  general.  By  this  "Public  Revenues  Tax"  the  Provincial 
Legislature  has  made  a  decided  inroad  on  the  field  of  real  pro- 
perty taxation,  which  had  by  custom  come  to  be  regarded  as  the 
exclusive  preserve  of  the  municipalities.  Real  property  is  pre-emi- 
nently suitable  for  local  taxation ;  and  it  may  be  suggested  that  a 
greater  regard  for  sound  financial  policy  would  have  determined 
the  Provincial  Legislature  to  leave  the  taxation  of  real  property  to 
the  municipalities,  and  to  appropriate  instead  for  provincial  pur- 
poses the  income  tax,  which  as  a  local  tax  in  the  urban  municipalities 
of  Saskatchewan  can  scarcely  be  described  as  other  than  a  failure. 
An  income  tax,  to  be  at  once  equitable  and  productive,  should  be 
levied  over  a  fairly  wide  area  and  be  subject  to  centralized  adminis- 
tration. 

*C  F.  Murray  Haig:   "Taxation  in  the  Urban  Municipalities  of  Saskatchewan", 
p.p.  39,  48. 


76  PROVINCIAL,    TAXATION 


Wild  Lands  Tax* 

This  provincial  tax  of  1  per  cent  on  the  assessed  value  of 
unoccupied  land  superseded  the  much  debated  municipal  surtax 
on  1st  January,  1918.  In  1913  the  Kural  Municipality  Act  had 
been  amended  by  the  addition  of  certain  sections  providing  for 
the  imposition  of  a  special  tax  to  be  called  a  "surtax",  at  the  rate 
of  6 14  cents  per  acre,  on  uncultivated  land  in  the  rural  munici- 
palities. By  one  of  the  provisions,  "the  land  of  any  owner  or  occu- 
pant exceeding  1920  acres"  became  subject  to  the  tax,  without 
any  qualification  as  to  cultivation.  Tlhis  provision,  which  ob- 
viously struck  at  large  holders  in  general,  was  repealed  in  1916, 
when  the  law  was  otherwise  slightly  amended.  But  the  declared 
object  of  the  surtax  was  to  compel  landowners,  generally  non- 
residents, who  it  was  alleged  withheld  the  land  from  cultivation, 
speculating  for  the  rise  in  its  value  through  the  industry  of  the 
resident  farmers,  to  make  a  special  contribution  to  the  municipal 
revenue  from  their  supposed  "unearned  increment."  The  Hudson's 
Bay  Company  contested  the  legality  of  the  tax  on  the  ground  that 
it  was  an  exceptional  tax,  and  as  such  a  violation  of  the  terms  of 
the  deed  by  which  the  Company  surrendered  its  territorial  rights 
to  the  Crown  in  1869,  and  of  the  Imperial  Order-inwCouncil  by 
which  the  territory  was  transferred  to  the  Government  of  Canada 
in  1870.  The  verdict  in  the  Canadian  courts  was  against  the 
Company  and  the  judgment  was  confirmed  by  the  Privy  Council 
in  1919. 

The  surtax  was  levied  and  collected  by  the  municipalities,  and 
the  revenue  therefrom  was  used  for  general  municipal  purposes. 
During  the  four  years  of  its  existence  it  yielded  a  considerable, 
though  rapidly  diminishing,  revenue.  Thus  in  1914  the  yield  was 
$755,916  and  by  1917  it  had  fallen  to  $580,698.  It  is  only  the  most 
superficial  reasoning,  however,  that  attributes  the  diminution  in  the 
area  of  uncultivated  land  to  the  operation  of  the  surtax.  The  rise 
in  farming  profits,  consequent  on  the  high  prices  of  agricultural 
produce  prevailing  under  war  conditions,  has  clearly  been  the  do- 
minating influence  in  extending  cultivation. 

In  December,  1917,  the  surtax  provisions  of  the  Rural  Munici- 
pality Act  were  repealed,  and  Saskatchewan  followed  the  example 
of  Alberta  by  levying  a  Wild  Lands  Tax  for  provincial  purposes, 
at  the  rate  of  1  per  cent,  of  the  assessed  value,  uuon  all  the  lands 
in  the  province  of  which  the  owner  has  less  than  certain  specified 
proportions  in  cultivation  on  the  1st  August  of  the  year  in  which 
the  assessment  is  made.  The  Act  is  administered  by  a  Wild  Lands 
Tax  Commissioner.  In  the  local  improvement  districts  the  officials 
of  the  Commissioner  are  responsible  for  the  assessment,  levy  and 
collection  of  the  tax.  In  the  rural  municipalities,  however,  these 
duties  are  left  to  the  municipal  authorities  by  whom  the  proceeds 
of  the  tax,  less  a  commission  of  five  per  cent.,  are  forwarded  month- 
ly to  the  Provincial  Treasurer.    But  as  assessments  made  by  local 
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assesors  frequently  result  in  glaring  inequalities,  and  this  tax 
and  the  Public  Revenues  Tax  together  furnish  an  incentive  to  under 
assessment,  the  Commissioner  is  authorized  by  the  Act  to  take 
all  necessary  measures  for  equalizing  the  scale  of  assessment  as 
between  different  municipalities.  In  his  Report  for  1918-19  the 
Commissioner  says:  "In  some  cases  the  difference  in  the  scale 
of  assessment  in  neighbouring  municipalities  was  found  to  be  as 
much  as  fifty  per  cent.,  notwithstanding  the  fact  that  the  land  in 
the  two  municipalities  was  practically  of  equal  value." 

That  the  legality  of  taxation  of  this  type  has  been  established, 
of  course,  in  no  way  affects  the  question  of  its  equity ;  and  the  de- 
termination of  that  will  go  far  to  determine  also  the  question  of  its 
economic  expediency,  for  as  a  rule  good  morality  is  in  the  long  run 
good  economy.  In  the  opinion  of  the  present  writer,  the  inequity 
and  the  economic  folly  of  the  policy,  prevailing  throughout  West- 
ern Canada,  of  penal  taxation  of  unoccupied  land  are  alike  clear. 
Canadian  governments  have  in  the  past  tacitly  consented  while 
numerous  agencies  have  held  out  the  land  of  Western  Canada  as  a 
good  investment,  without  restrictions  as  to  cultivation.  The  pur- 
chaser in  good  faith,  therefore,  cannot  now  be  equitably  fined  as  a 
public  malefactor.  Nor  is  it  in  the  long  run  economically  sound  pol- 
icy for  any  government  to  commit  what  is  virtualy  a  breach  of  faith, 
thereby  destroying  that  sense  of  security  on  which  modern 
industrial  and  commercial  life  is  founded.  Governmental  disregard 
for  the  sanctity  of  contracts,  express  qr  tacit,  is  essentially  a  policy 
"made  in  Germany". 

Much  is  heard  of  the  gain  accruing  to  the  non-resident  owner 
from  the  improvements  of  the  cultivators  on  neighbouring  land, 
while  the  advantage  to  them  from  the  expenditure  of  his  contribu- 
tion to  the  municipal  levy  is  too  often  forgotten.  The  absentee 
owner  is  not  the  only  one  who  benefits  from  the  progress  of  the 
community.    We  are  all  of  us  debtors  to  society. 

There  is  moreover  no  evidence  that  land  is  to  any  great  ex- 
tent willingly  withheld  from  cultivation.  Where  there  is  evidence 
that  land  that  is  in  demand  is  being  deliberately  withheld  from  the 
market  for  the  sake  of  the  "unearned  increment",  a  strong  case 
may  be  made  out  for  the  exercise  by  government  of  its  sovereign 
right  of  expropriation,  with  compensation.  But  no  case  can  be 
made  out  for  confiscation  by  taxation.  This,  however,  is  essentially 
the  effect  of  the  Wild  Lands  Tax,  for  it  tends  to  force  sale  in  a 
market  where  the  competition  of  buyers  is  too  often  practically  re- 
stricted to  the  neighbouring  farmers.  Any  speculative  purchaser 
who  does  not  intend  to  cultivate  will  deduct  the  capitalized  value 
of  the  tax  from  the  price  he  offers.  It  is  easy  therefore  to  see  why 
this  policy  should  be  popular  among  the  less  thoughtful  elements 
of  the  rural  population.  To  tax  the  absentee  is  to  the  superficial 
thinker  always  attractive.  It  appeals  to  the  primitive  predatory 
instinct  in  unregenarate  man.    But  in  the  sphere  of  fiscal  policy 
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it  is  especially  dangerous  to  "set  the  feet  above  the  brain,  and 
swear  the  fnain  is  in  the  feet".  The  pursuit  of  popularity  inevitably 
ends  in  a  Serbonian  bog.  Our  statesmen  may  reasonably  ibe  expect- 
ed to  estimate  more  highly  the  future  welfare  of  the  country  than 
the  fleeting  popularity  of  the  present. 

Succession  Duties. 

Saskatchewan  exempts  from  Succession  Duty :  (a)  Any  estate, 
the  aggregate  value  of  which  does  not  exceed  $5,000;  (b)  Prop- 
erty not  exceeding  $25,000  passing  to  near  relatives  in  the  direct 
line,  Who  are  resident  in  the  province ;  (c)  Property  not  exceeding 
$300  passing  to  any  one  person. 

The  rates  are  graduated  according  to  the  aggregate  value 
of  the  property  passing,  and  vary  also  with  the  degree  of  kinship 
of  the  beneficiary  to  the  deceased.  Thus  (1)  on  property  passing 
to  relatives  in  the  direct  line  the  duty  varies  from  11/2  per  cent, 
when  the  amount  exceeds  $25,000  but  does  not  exceed  $50,000  to 
15  per  cent,  when  it  exceed  $1,200,000;  (2)  Where  the  property 
passess  to  other  relatives  within  certain  degrees  of  kinship,  the 
duty  begins  at  5  per  cent,  when  the  aggregate  value  exceeds  $5,000 
but  does  not  exceed  $50,000,  and  rises  to  17^  when  it  exceeds 
$450,000;  (3)  Where  the  property  passes  to  more  distant  col- 
laterals and  strangers  the  duty  varies  from  6  per  cent,  when  the 
aggregate  value  exceeds  $5,000  and  does  not  exceed  $10,000,  to 
20  per  cent  when  it  exceeds  $1,000,000.  There  is  provision  for 
additional  duties  when  the  deceased  dies  domiciled  out  of  Sas- 
katchewan, and  for  a  duty  or  additional  duty  of  1  per  cent.,  where 
the.  property  passes  to  non-residents  under  'Class  (1)  above. 

Probate  Fees. 

The  Succesion  Duty  Act  also  provides  for  the  payment,  upon 
application  for  letters  probate  or  letters  of  administration,  of 
such  fee  as  may  be  fixed  by  the  Lieutenant-Governor-in-Council. 
The  fees  fixed  at  present  vary  from  $1  to  $10  according  to  the 
aggregate  value  of  the  estate. 

Corporation  Taxation. 

Under  the  Corporations  Taxation  Act,  taxes  are  levied  on  cor- 
porations, chiefly  financial  and  transportation  companies,  which 
do  not  come  under  section  28  of  the  Companies  Act.  The  list  in- 
cludes banks,  insurance,  land,  loan,  trust,  telegraph  and  express 
companies. 

Banks  are  taxed  $1,200  on  their  head  office  in  the  province, 
$300  on  each  city  branch,  $150  on  each  town  branch,  and  $50  on 
other  branches.  In  the  case  of  private  banks  the  tax  is :  For  the 
head  office,  $200  when  in  a  city  or  town,  and  $100  when  in  a  vil- 
lage, with  an  additional  tax  of  $25  for  each  branch  or  agency  in  the 
province. 
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Insurance  Companies  formerly  paid  a  tax  of  1  per  cent,  on 
their  gross  premiums.  But,  under  an  amendment  of  the  Act  made 
at  the  19118-19  session  of  the  Legislature,  they  are  now  taxed  on  a 
progressive  scale,  the  tax  rising  gradually  from  1  per  cent  when 
the  gross  premiums  do  not  exceed  $50,000  to  2  per  cent,  when  they 
exceed  $200,000.  When  an  insurance  company  invests  money  in 
the  province  to  the  amount  of  $25,000  or  over  it  is  subject  to  an 
additional  tax  of  50  cents  per  $1,000  invested. 

Land  Companies  registered  in  Saskatchewan  pay  40  cents 
for  every  $1,000  of  business  done  in  the  province  in  the  buying  or 
selling  of  land  or  receipt  of  revenue  therefrom,  with  the  proviso 
that  the  minimum  tax  shall  be  the  sum  for  which  the  Company 
would  otherwise  be  liable  as  an  annual  fee  under  the  Companies 
Act. 

Loan  Companies  pay  a  tax  of  40  cents  per  $1,000  of  their 
funds  under  investment  in  Saskatchewan  during  the  preceding 
year,  with  a  minimum  tax  of  $25  when  the  authorized  capital 
is  less  than  $50,000,  $50  when  it  is  over  $50,000  but  less  than 
$100,000,  and  $100  when  the  capital  is  $100,000  or  more. 

Telegraph  Companies,  including  railway  companies  which  own, 
lease  or  operate  telegraph  lines  in  Saskatchewan  and  do  a  general 
commercial  telegraph  business,  pay  annually  a  sum  not  exceeding 
1  per  cent,  of  the  gross  earnings  for  the  preceding  year,  provided 
that  the  sum  so  paid  by  any  one  company  shall  not  exceed  $2,000. 

Express  Companies:  Any  such  company  doing  business  di- 
rectly or  indirectly  in  Saskatchewan  pays:  (1)  $150  for  an  office 
in  an  incorporated  city ;  (2)  $50  for  each  town ;  (3)  $10  for  every 
other  place  with  a  population  of  two  hundred  or  over,  in  which  it 
does  business. 

Trust  Companies  formerly  paid  a  tax  of  40  cents  on  every 
$1,000  investment.  But  at  the  1918-19  session  of  the  Legislature 
there  was  substituted  a  tax  of  1^4  per  cent,  of  the  gross  income 
derived  from  the  investment  of  the  company's  own  capital  and 
one-half  of  one  per  cent  of  the  gross  income  derived  from  the  in- 
vestment of  trust  funds,  handed  to  it  for  investment.  There  is  a 
minimum  tax  of  $100  where  the  authorized  capital  of  the  company 
does  not  exceed  $100,000,  and  $175  where  it  exceeds  that  amount. 
When  a  company  carries  on  a  trust,  loan  and  land  business,  or  any 
two  of  them,  it  pays  such  taxes  as  may  be  applicable  to  each  busi- 
ness. 

In  the  cases  of  insurance,  loan  and  trust  companies  respective- 
ly, there  is  a  proviso  that  money  lent  on  bonds  or  debentures  of 
municipal,  school  or  other  local  or  public  bodies  in  Saskatchewan 
ahall  be  exempt  from  provincial  taxation.  Such  bonds  and  deben- 
tures are  thus  rendered  so  far  a  more  attractive  form  of  investment 
for  the  funds  of  the  companies. 
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Saskatchewan's  legislation  for  the  taxation  of  corporations 
seems  to  have  been  originally  modelled  on  that  of  Manitoba,  just 
as  Manitoba  itself  had,  generally  speaking,  followed  the  example 
and  profited  from  the  experience  of  Ontario.  The  rates  levied 
on  the  different  classes  of  companies  seem  to  be  of  a  purely  ex- 
periential or  rule  of  thumb  character.  They  can  scarcely  be  said 
as  a  whole  to  exhibit  the  working  out  of  any  fundamental  principle 
of  taxation.  The  rates  on  banks  for  example  do  not  seem  to  bear 
any  relation  either  to  ability  to  pay  or  benefit  received.  The 
taxation  of  gross  income,  as  in  the  case  of  trust  companies,  while 
not  an  ideal  method,  has  at  least  the  advantage  that  it  puts  a  prem- 
ium on  economy  in  administration. 

Companies  not  taxed  under  the  Corporations  Taxation  Act,  none 
the  less,  contribute  to  the  tax  revenue  of  the  province  in  the  form 
of  incorporation  and  registration  fees  and  annual  license  fees. 
Thus  for  the  year  1917-18  the  administration  of  the  Companies 
Act  cost  only  $2,537.00,  whereas  the  revenue  from  fees  under  the 
Act  amounted  to  $65,558. 


Railway  Taxation 

The  Railway  Taxation  Act  1909  imposes  a  tax  on  the  gross 
earnings  of  railway  companies  derived  from  their  line  or  lines,  or 
such  portions  thereof  as  are  within  Saskatchewan,  at  a  rate,  to  be 
determined  by  the  Lieutenant-Governor-in^Council,  not  exceed- 
ing :  (a)  3  per  cent  .of  the  gross  earnings  of  that  part  of  the  rail- 
way in  operation  for  seven  years  or  more ;  (b)  V2  per  cent,  of  the 
gross  earnings  of  that  part  in  operation  for  five  years  or  more  and 
less  than  seven  years. 

As  already  explained,  the  property  of  the  Canadian  Pacific 
Railway  Company  is,  by  its  charter  of  1881,  exempted  from 
all  taxation  in  territory  then  under  the  jurisdiction  of  the  Dominion 
Government.  The  Saskatchewan  legislature,  however,  holding 
that  this  exemption  applied  only  to  real  and  personal  property,  at- 
tempted in  its  Railway  Taxation  Act  of  1908  to  make  the  com- 
pany pay  by  levying  a  tax  on  the  gross  earnings  of  railways.  The 
company  disputes  the  claim,  but  as  neither  side  has  cared  to  bring 
the  matter  to  a  legal  issue  it  continues  by  agreement  to  pay  to  the 
Saskatchewan  Government  the  sum  for  which  it  would  be  liable 
under  the  Act.  The  productiveness  of  the  tax  is  further  restricted 
by  the  exemption,  under  the  Act,  of  companies  whose  bonds  de- 
bentures, or  securities  are  guaranteed  by  the  Provincial  Govern- 
ment. In  1917-18  the  tax  yielded  $109,390,  of  which  the  Canadian 
Pacific  Railway  Company  contributed  $85,000  and  the  Canadian 
Northern]  $24,390.  But  as  the  latter  is  now  the  property  of  the 
Government  of  Canada  it  will  in  future  be  exempt  from  provincial 
taxation. 
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Timber  Areas  Tax. 

The  "Act  to  provide  for  the  taxation  of  persons  holding  or 
operating  Timber  Areas",  1917,  imposes  a  tax  of  one  cent  per 
acre,  with  a  minimum  tax  of  $25.  There  is  an  exemption  as  to  any 
area  which  is  shown  to  be  held  under  permit  for  the  purpose  of 
cutting  timber  or  cordwood  for  settlers'  use;  and  a  remission  or 
rebate  not  exceeding  one-half  cent  per  acre  to  any  person  shown  to 
be  manufacturing  in  Saskatchewan  from  trees  cut  on  such  timber 
area. 

Supplementary  Revenue  Tax. 

This  is  a  tax  of  1  cent  per  acre,  regardless  of  value,  and  on  graz- 
ing lands  leased  from  the  Crown  y±  cent  per  acre,  the  proceeds  of 
which  are  used  for  the  support  of  educational  institutions.  This 
tax  was  first  levied  in  1907,  in  order  to  make  the  holders  of  land 
in  areas  outside  the  school  districts  assist  in  the  upkeep  of  pro- 
vincial educational  institutions.  Throughout  the  rural  munici- 
palities, it  is  collected  by  the  Secretary-Treasurer,  and  in  the  local 
improvement  districts  by  the  Department  of  Municipal  Affairs, 
the  proceeds  being  handed  over  to  the  Provincial  Treasurer.  The 
revenue  from  the  tax  is  distributed  as  follows:  Rural  Schools, 
80  per  cent.;  High  Schools,  10  per  cent.;  Provincial  University, 
5  per  cent. ;  Agricultural  College,  5  per  cent. 
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II.— MUNICIPAL  TAXATION 

The  foundations  of  municipal  government  and  taxation  in 
what  is  now  the  Province  of  Saskatchewan,  as  in  the  sister  pro- 
vince of  Alberta,  were  laid  under  the  Government  of  the  North 
West  Territories. 

Very  early,  with  the  growth  of  settlement,  the  endeavour  to 
provide  for  the  needs  of  local  self-government  and  of  local  im- 
provements led  to  the  passing  from  1883  onward®  of  a  series  of 
Ordinances  respecting  municipalities.  These  culminated  in  the 
General  Municipal  Ordinance  of  1897,  which  provided  for  the  in- 
corporation of  rural  municipalities  and  towns,  the  cities  being 
left — as  they  still  are  in  Alberta — for  special  legislation.  Villages 
were  then  unincorporated,  and  the  overseer  elected  by  the  residents 
had  to  render  an  annual  account  of  the  village  finances  to  the 
Commissioner  of  Public  Works,  by  wttiom  the  village  property 
was  held  in  trust,  and  through  whom  only  could  the  village  sue 
or  be  sued. 

The  requirements  of  the  more  sparsely  settled  parts  of  the 
Territories  were  met  from  1898  by  the  creation  of  local  improve- 
ment districts.  Under  the  Local  Improvement  Ordinance  of  1908 
provision  was  made  for^small  local  improvement  districts  with  an 
average  area  of  4  townships.  Each  township  constituted  a  division, 
and  one  coucillor  elected  from  each  division  formed  the  council 
board. 

In  1904,  in  consequence  of  the  persistent  demand  for  greater 
powers  of  local  self-government,  the  Territorial  Legislature  had 
taken  the  initial  steps  towards  a  comprehensive  inquiry  into  muni- 
cipal organization  and  administration.  But  the  execution  of  this 
scheme  was  interrupted  when,  in  1905,  the  North-West  Territories 
were  broken  up  to  form  the  provinces  of  Alberta  and  Saskatche- 
wan. In  1906,  however,  the  Government  of  Saskatchewan  pro- 
ceeded to  carry  out  the  policy  of  their  predecessors.  The  Local 
Improvement  Ordinance  of  1903  was  embodied  with  slight  modifi- 
cations in  a  Local  Improvement  Act,  and  a  Municipal  Commission 
was  appointed  for  the  purpose  of  making  an  exhaustive  inquest, 
as  a  necessary  preliminary  to  systematic  municipal  legislation. 
The  substance  of  the  Commission's  recommendations  was  embodied 
in  a  series  of  comprehensive  enactments  passed  in  the  years  1908- 
1909,  to  wit,  the  City,  Town,  Village,  Rural  Municipality,  and 
amended  Local  Improvement  Acts. 

Local  Improvement  Districts,  and  Rural  Municipalities. 

By  the  legislation  of  1908  and  1909  all  existing  small  Local 
Improvement  Districts  were  dissolved  and  the  Province  was  divided 
into  territorial  units,  each  containing  nine  townships  or  324  square 
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miles,  save  where  natural  conditions  made  modification  necessary. 
The  Territorial  unit  was  in  turn  divided  into  six  wards  of  one  town- 
ship and  a  half  each.  The  council  board  consisted  of  one  repre- 
sentative for  each  ward,  with,  in  the  case  of  the  Rural  Municipality, 
a  reeve  elected  by  the  municipality  as  a  whole.  To  the  ratepayers 
of  each  territorial  unit  it  was  left  to  decide  whether  it  should 
be  organized  as  a  Local  Improvement  District  or  as  a  Rural  Munici- 
pality. The  unit  being  the  same  in  each  case,  transition  from  the 
lower  to  the  higher  organization  could  easily  be  effected.  The 
former  was  avowedly  and  explicitly  intended  as  a  purely  temporary 
and  transitional  organization.  It  could  deal  only  with  small  local 
improvements,  e.g.,  the  extermination  of  weeds  and  vermin,  and 
provide  for  the  resident  sick  and  indigent.  For  such  purposes  it 
had  a  strictly  limited  power  of  raising  temporary  loans.  The  rural 
municipality,  on  the  other  hand  is  a  permanent  institution,  a  body 
corporate  with  power  to  pass  by-laws  on  matters  pertaining 
to  the  general  good  of  the  community.  -  Such  by-laws  become  ef- 
fective when  approved  by  the  Minister  of  Municipal  Affairs.  It 
may  also  raise  funds  on  the  debenture  system  to  an  amount  not 
exceeding  $3,000  per  township  for  the  purpose  of  permanent  im- 
provements, thus  distributing  the  burden  of  such  public  works 
over  a  term  of  not  more  than  twenty  years. 

The  fear  of  rash  borrowing  and  high  taxation  for  a  time 
militated  against  the  popularity  of  the  rural  municipality.  But 
under  the  Rural  Municipality  Act  the  borrowing  powers  of  the  Sas- 
katchewan Municipalities  are  strictly  limited.  The  total  debenture 
indebtedness  may  not  exceed  $3,000  per  township,  nor  may  the 
rate  of  interest  be  higher  than  8  per  cent.  Further,  such  loans 
can  be  arranged  only  with  the  consent  of  the  ratepayers  and  the 
approval  of  the  Minister  of  Municipal  Affairs.  As  the  reality 
of  these  safeguards,  and  the  advantages  of  municipal  organization, 
came  to  be  generally  appreciated,  the  Rural  Municipality  rapidly 
grew  in  favour;  and  by  December,  1912,  the  number  of  rural  muni- 
cipalities having  grown  to  two  hundred,  as  against  ninety  local 
improvement  districts,  the  latter  were  by  legislation  raised  as  from 
1st  January,  1913,  to  the  rank  of  rural  municipalities.  From  that 
date  onwards  the  term  "Local  Improvement  District"  in  Saskatche- 
wan designates  the  entity  previously  known  as  a  "large  local  im- 
provement district,"  i.e.,  a  sparsely  peopled  area  on  the  fringe  of 
settlement  in  which  there  is  no  municipal  organization  whatever — 
no  council.  In  such  districts,  which  embrace  the  portion  of  each 
provincial  electoral  constituency,  if  any,  outside  the  municipalized 
area,  the  local  improvement  and  supplementary  revenue  taxes  are 
assessed  and  collected  by  the  Department  of  Municipal  Affairs 
and  the  proceeds  are  disbursed,  through  the  Board  of  Highway 
Commissioners,  for  road  improvements,  fire  guards,  wolf  bounties, 
etc.,  within  the  districts  concerned. 
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Taxation. 

In  the  small  or  organized  local  improvement  districts,  while 
they  existed,  land  only  was  taxed,  and  that  on  an  acreage  basis ; 
and  so  it  is  now  in  the  unorganized  local  improvement  districts. 
The  rate  is  1^4  cents  per  acre,  save  in  the  case  of  leased  land  on 
which  the  leaseholder  pays  %  of  a  cent  per  acre. 

In  the  rural  municipalities  also,  land  only  is  taxed,  save  in 
the  case  of  hamlets  undermentioned,  and  prior  to  1st  January, 
1914,  it  was  taxed  on  the  acreage  basis.  But  on  that  date  the 
system  was  brought  into  harmony  with  that  already  prevailing 
in  the  rural  municipalities  of  other  Canadian  provinces,  the  flat 
rate  on  the  acre  being  superseded  by  the  assessment  and  taxation 
of  land  according  to  its  value.  For  this  purpose  the  Act  requires 
that  the  land  be  assessed  at  its  actual  cash  value,  exclusive  of  any 
increase  in  such  value  caused  by  the  erection  of  any  building  there- 
on or  by  any  other  expenditure  of  labour  or  capital. 

To  the  rule  that  land  only  is  taxable  in  rural  municipalities 
there  is  an  exception  in  the  case  of  hamlets  or  subdivisions.  There 
buildings  on  the  lots  of  an  area  not  exceeding  40  acres,  and  not 
strictly  agricultural  in  character,  are  assessed  for  taxation  at  60 
per  cent,  of  their  value. 

VILLAGES. 

Under  the  Government  of  the  North-West  Territories,  Villages, 
as  already  noted,  were  unincorporated.  The  overseer  was  elected 
by  the  village  residents,  but  had  to  render  an  annual  account  of 
the  finances  of  the  village  to  the  Minister  of  Public  Works,  by 
whom  the  village  property  was  held  in  trust  and  through  whom 
only  could  the  village  sue  or  be  sued.  By  means  of  Village  Ordi- 
nances, however,  provision  was  made  from  time  to  time  for  the 
general  welfare  of  these  communities,  in  respect  of  such  matters 
as  health,  fire  protection,  and  local  improvements.  Under  the 
Village  Ordinance  of  1895,  for  example,  an  area  of  320  acres  might, 
if  it  contained  ten  houses,  be  organized  as  a  village.  By  the  first 
Village  Act  of  Saskatchewan  passed  in  1906  the  possible  area  of 
the  village  was  greatly  extended,  for  under  it  any  area  not  ex- 
ceeding 1,280  acres,  having  fifteen  dwelling  houses  therein,  might 
be  constituted  a  Village  by  order  of  the  LieutenanWxOvernor-in- 
Council.  A  reaction  in  favour  of  greater  density  of  population, 
however,  followed  and  the  Act  of  1908  restricts  the  area  of  villages 
established  under  it  to  640  acres  and  requires  a  resident  popula- 
tion therein  of  not  less  than  fifty.  In  1912  this  minimum  resident 
population,  necessary  for  incorporation  as  a  village,  was  raised  to 
one  hundred,  of  whom  twenty-five  must  be  adult  males.  In  1918 
women  were  placed  on  the  same  status  as  men. 

In  the  early  days  of  the  Saskatchewan  village  its  powers  were 
very  limited.    It  had  certain  regulations  but  no  by-laws  and  its 
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power  to  borrow  on  debenture  was  limited  to  $1,000  to  be  repaid 
in  ten  years.  The  Overseer  was  practically  the  sole  executive, 
combining,  as  he  did,  the  offices  of  assessor,  secretary-treasurer, 
fee  and  license  collector,  etc.  In  the  expenditure  of  the  village 
funds  his  discretion  was  limited  only  by  the  decision  of  the  rate- 
payers at  their  annual  meeting.  The  Village  Act  of  1908,  how- 
ever, introduced  a  more  representative  system,  the  ratepayers  be- 
ing required  to  elect  three  councillors,  who  in  turn  elect  one  of  their 
number  as  chairman  or  "overseer"  and  also  appoint  from  outside 
their  own  body  a  paid  secretary-treasurer.  The  Council  is  em- 
powered to  pass  by-laws  which  become  operative  when  approved 
by  the  Minister  of  Municipal  Affairs.  It  may  obtain  money  for 
current  expenditure  by  temporary  borrowing  to  the  extent  of  not 
more  than  <G0  per  cent,  of  the  tax  levy  of  the  current  year ;  and  for 
more  permanent  outlay  it  may  issue  debentures  extending  over 
fifteen  years,  provided  the  by-law  is  approved  by  the  Minister  of 
Municipal  Affairs. 

Village  Taxation. 

Under  the  Village  Ordinance  of  1901  and  later  amendments  it 
was  provided  that  the  necessary  revenue  of  the  Village  should  be 
raised  by  a  yearly  rate,  not  exceeding  10  mills  on  the  dollar,  upon 
the  property  not  exempt  from  taxation.  But  by  a  petition  of  two- 
thirds  of  its  ratepayers  to  the  Commissioner  of  Public  Works  a 
Village  might  secure  the  limitation  of  the  assessment  to  the  actual 
value  of  land,  exclusive  of  improvements,  the  tax  rate  being  lim- 
ited to  2  cents  on  the  dollar.  In  the  same  way  a  village  might 
revert  to  the  original  assessment. 

This  "optional  single  tax"  policy  was  continued  under  the 
Provincial  'Government  of  Saskatchewan.  Thus  while  the  Village 
Act  of  1908  provided  for  the  assessment  of  "all  real  and  personal 
property  and  income"  in  the  village,  not  exempt  from  taxation,  it 
also  permitted  the  Council,  on  a  signed  petition  of  two-thirds  of 
the  resident  electors,  to  limit  by  by-law  the  assessment  to  land 
values  exclusive  of  improvements. 

In  like  manner,  a  village  which  had  exempted  improvements 
might  repeal  the  by-law,  and  thereby  return  to  the  old  system 
under  which  land  was  assessed  at  its  fair  actual  value,  and  build- 
ings and  improvements  thereon  at  60  per  cent,  of  their  actual 
value. 

But  the  policy  of  exempting  improvements  from  taxation 
never  became  really  popular  with  the  Saskatchewan  villages.  In 
some  cases  the  fact  that  its  adoption  involved  at  first  the  exemp- 
tion of  elevators,  erected  on  railway  land  told  heavily  against  it. 
In  1914,  when  the  "single  tax"  fever  had  reached  its  height,  out  of 
a  total  of  297  villages  only  78,  or  a  little  over  26  per  cent.,  had 
elected  to  exempt  improvements,  and  shortly  thereafter  the  diffi- 
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culties  associated  with  the  "single  tax"  policy  became  manifest.  In 
1916,  the  average  rate  of  taxation  for  municipal  purposes  in  villages 
where  land  only  was  assessed  was  36.26  mills,  as  against  16.25  mills 
in  those  where  both  land  and  improvements  were  assessed.  A 
revision  of  the  system  had  become  inevitable.  The  Department  of 
Municipal  Affairs  had  repeatedly  expressed  approval  of  the 
"straight  land  tax"  as  a  system  "the  advantages  of  which  are 
numerous,  particularly  so  when  it  makes  the  non-resident  speculator 
pay  the  same  amount  of  taxes  for  his  lot  as  the  man  who  may 
have  a  good  building  situated  on  a  similar  lot."  But  in  1916  it  be- 
gins to  note  "an  inclination  on  the  part  of  a  few  (urban  munici- 
palities) to  levy  taxes  on  buildings;"  and  later  the  same  authority 
states  that  "in  too  many  instances  the  eighty-one  Saskatchewan 
villages  which  were  assessing  land  values  only  found  themselves 
exempting  from  taxation  business  men  with  large  incomes  who 
were  not  contributing  their  just  share  to  the  up-keep  of  the  com- 
munity. 'Ability  to  pay',  was  not  recognized  in  a  manner  that  meant 
ready  revenues  for  the  village."  (Report  1917-18,  p.  13) 

Accordingly  in  December  1917,  when  81  of  the  313  Saskatche- 
wan villages,  or  scarcely  26  per  cent.,  had  adopted  the  "straight 
land  tax,"  the  section  of  the  Village  Act  which  permitted  the 
exemption  of  improvements  was  repealed,  and  the  assessment 
in  villages  lis  in  consequence  now  based  on  (a)  land;  (b)  build- 
ings and  improvements,  (60%) ;  (c)  personal  property,  and  (d) 
income. 

Taxes  paid  on  real  property  are  allowed  as  a  set-off  against 
an  equal  amount  of  income  tax.  Income  tax,  in  other  words,  is 
payable  only  to  the  amount  by  which  it  exceeds  taxes  paid  on 
real  property.  Also  where  taxes  are  paid  on  stock-in-trade  or 
other  personal  property  in  business,  the  income  arising  from  such 
business  is  not  taxed. 

It  is  provided  that  the  taxes  in  respect  of  any  grain  elevator 
and  its  contents  and  the  income  derived  therefrom  shall  not  exceed 
in  any  year  $75  for  municipal  purposes,  and  $75  for  school  pur- 
poses. 

Exemptions. 

Among  the  exemptions  from  taxation  set  forth  in  Sect.  198 
of  the  Village  Act  the  following  are  worthy  of  note: — 

(a)  Buildings  used  exclusively  for  church  purposes  and  the 
lot  or  lots  whereon  such  buildings  stand,  not  exceeding  one-half 
acre. 

(b)  Personal  property  other  than  income,  to  the  amount  of 
$300. 

(c)  Personal  income  up  to  $1,000. 

(d)  Household  effects,  etc. 

(e)  Grain. 
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Tax  Rate. 

The  statute  provides  that  for  municipal  purposes  the  uniform 
rate  on  property  and  income,  to  be  fixed  by  the  Village  Council 
with  due  allowance  for  non-payment  of  taxes,  shall  not  exceed  10 
mills  on  the  dollar  of  the  assessment.  (Formerly  in  cases  where 
the  assessment  was  on  land  values  the  rate  was  limited  to  4  cents 
on  the  dollar.)  The  maximum  rate  so  fixed  may,  however,  be 
exceeeded  in  cases  where  this  is  necessary  to  meet  debenture  cou- 
pons accruing  due  during  the  year.  The  minimum  tax  payable 
by  any  person  for  municipal  purpose  is  $2. 

School  Tax. 

The  village  council  is  required  to  assess  and  levy  in  accord- 
ance with  the  School  Assessment  Act  such  rates  as  shall  be  suf- 
ficient to  meet  the  sums  required  for  the  purposes  of  the  school 
district,  or  portion  of  a  district,  within  the  village  limits.  The  mini- 
mum school  tax  payable  by  any  person  is  also  $2. 

No  rebate  is  allowed  for  prompt  payment  of  taxes,  but  on  taxes 
remaining  unpaid  after  31st  December,  there  is  a  penalty  for  non- 
payment at  the  rate  of  8  per  cent. 

Arrears  of  Taxes. 

In  March,  1917,  the  Village  Act  was  amended  so  as  to  permit 
the  council,  with  the  approval  of  the  local  government  board,  to 
compromise  the  claim  of  the  municipality  for  arrears  of  taxes 
on  subdivisions  not  required  for  building  purposes,  and  to  remit 
so  much  as  it  may  deem  expedient.  In  the  case  of  arreas  of  taxes 
not  falling  within  this  category,  the  council  in  virtue  of  a  further 
amendment  in  December,  1917,  may  compromise  the  claim  with  the 
consent  of  the  Minister. 

TOWNS  AND  CITIES. 

Under  the  General  Municipal  Ordinance  of  1897,  a  village  with 
400  residents  could  be  raised  to  the  status  of  a  town ;  and  in  some 
cases,  by  special  Acts,  towns  were  incorporated  with  an  even  smaller 
population.  Of  the  seventy-five  towns  existing  on  May  1st,  1919, 
eighteen  had  less  than  500  inhabitants — the  minimum  population 
required  for  incorporation  as  a  town  since  the  pasing  of  the  Town 
Act  in  1908.  A  town,  in  turn,  must  have  a  population  of  5,000 
before  it  can  be  incorporated  as  a  City;  but,  as  a  result  of  the 
collapse  of  the  land  boom  and  the  conditions  incidental  to  the  war, 
at  the  census  of  1916  three  of  Saskatchewan's  seven  cities  had 
fallen  below  that  level.  Later  official  estimates,  however,  show  a 
marked  recovery.  The  cities  of  Saskatchewan,  unlike  those  of 
the  neighboring  provinces,  have  no  special  charters  but  are  all  alike 
governed  by  the  general  City  Act.  n 
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The  provisions  of  the  City  Act  and  the  Town  Act  in  respect  of 
assessment  and  taxation  are  so  nearly  alike  that  they  may  be 
conveniently  considered  together. 

The  legislation  of  1908-9  provided  that  in  both  cases  the  muni- 
cipal and  school  taxes  should  be  levied  on  (1)  lands — interpreted 
as  including  improvements;  (2)  businesses;  (3)  income;  and  (4) 
special  franchises. 


The  Real  Estate  Tax. 

Land  was  to  be  assessed  at  its  fair  actual  value  and  buildings 
and  improvements  thereon  at  sixty  per  cent,  of  their  actual  value. 
In  respect  of  buildings  and  improvements,  however,  a  radical  change 
was  made  in  the  session  1910-11,  when  it  was  enacted  that  they 
should  be  assessed  at  not  more  than  sixty  per  cent,  of  their  actual 
value,  and  that  the  assessment  in  any  year  might  be  reduced 
below  that  of  the  previous  year  by  not  more  than  fifteen  per  cent. 
of  the  value.  Thus,  the  cities  and  towns  that  ^elected  to  do  so, 
might  wholly  eliminate  the  assessment  of  buildings  and  improve- 
ments within  four  years.  All  of  the  cities  took  advantage  to  a 
greater  or  less  extent  of  this  permission.  It  was  easy  to  do  so  in 
the  years  when,  owing  to  the  rapid  growth  of  poulation — at  the 
rate  of  30  per  cent,  per  annum  in  many  of  the  cities  and  towns, — 
land  values  were  expanding,  and  inflated  assessments  not  only 
assisted  the  speculator  to  unload,  but  gave  to  the  municipalities 
increased  borrowing  powers.  Thus,  in  1913,  when  the  inflation 
of  real  estate  values  had  already  reached  its  limit,  the  percentages 
of  the  value  of  improvements  on  which  taxes  were  levied  had 
reached  the  low  level  at  which  they  still  stood  in  1917,  namely: — 

Moose  Jaw 45  per  cent.  Saskatoon  25  per  cent. 

North  Battleford....30         "  Swift  Current 15 

Prince  Albert 15         "  Weyburn  30 

Regina 30 

None,  it  will  be  observed,  had  attained  the  acknowledged  goal 
when  the  downward  progress  in  the  assessment  of  improvements 
was  arrested  by  financial  stringency,  contraction  of  land  values, 
and  the  alarmingly  rapid  growth  of  taxes.  As  Dr.  Murray  Haig 
shows,  the  cities  which  had  gone  furthest  in  the  direction  of  the 
single  tax  had  the  largest  accumulations  of  arrears  of  taxes.* 

The  towns  on  their  part  had  shown  less  enthusiasm  than  the 
cities  for  the  "single  tax"  ideal,  and  responded  less  readily  to  the 
prompting  of  the  Legislature.     Up  to  the  outbreak  of  the  Great 

•"Taxation  in  the  Urban  Municipalities  of  Saskatchewan,"  p.p.   25,   28. 
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War  in  1914,  less  than  one-fourth  of  their  number  had  reduced 
the  assessment  of  improvements  below  60  per  cent.,  and  of  these, 
only  two  had  reached  an  assessment  as  low  as  25  per  cent. 

The  caution  of  the  majority  was  justified  of  its  fruits.  The 
shrinkage  of  real  estate  values  which  had  already  begun  in  1913 
soon  reached  the  stage  of  complete  collapse,  and  the  weakness  of  a 
policy  that  would  narrow  the  basis  of  taxation  to  land  values  only 
could  no  longer  be  denied  save  by  the  purblind  and  hopelessly  con- 
firmed adherents  of  the  Single  Tax  creed.  Arrears  of  taxes  ac- 
cumulated, tax  rates  rose  rapidly,  and  the  plaint  was  soon  general 
"that  too  much  of  the  tax  burden  now  falls  upon  the  land.* 

The  first  step  in  the  retreat  from  an  impossible  position  was 
taken  in  1916,  when  the  City  and  Town  Acts  were  amended  to 
permit  the  municipal  councils  to  increase  the  assessment  of  build- 
ings and  improvements  by  not  more  than  15  per  cent,  per  annum  of 
their  actual  value  till  the  maximum  of  60  per  cent,  is  reached. 
But  the  demand  for  a  thorough  revision  of  the  tax  system  in  the 
urban  municipalities  became  pressing,  and  early  in  January,  1017, 
this  demand  found  expression  in  the  appointment  of  two  special 
committees  to  investigate  the  subject:  (1)  A  Provincial  Com- 
mittee on  Taxation,  including  both  representative  ratepayers  and 
administrative  officials,  (2)  A  Committee  of  the  Union  of  Sas- 
katchewan Municipalities.  Both  committees,  while  approaching 
the  subject  from  very  different  standpoints,  were  in  substantial 
agreement  as  to  the  indefensible  character  of  the  existing  system ; 
and  the  urgent  need,  on  the  grounds  of  both  equity  and  sound 
finance,  of  broadening  the  basis  of  municipal  taxation  so  as  to  dis- 
tribute the  burden  more  evenly  over  the  different  classes  of  the 
community. 

To  this  end  the  Provincial  Government  invited  Doctor  Murray 
Haig,  of  Columbia  University,  to  make  a  "general  survey  and  in- 
vestigation of  the  incidence  of  taxation  in  the  urban  municipalities 
of  Saskatchewan."  His  recommendation  that  improvements  should 
be  taxed  at  60  per  cent,  of  their  value  was  given  effect  to,  as  we 
have  seen,  in  the  case  of  villages  in  December,  1917.  But  when 
the  Legislature  at  its  next  (1918-19)  session  proceeded  to  make 
a  similar  amendment  to  the  City  Act,  it  was  induced  to  abandon 
the  proposal  in  face  of  the  opposition  of  powerful  interests,  chiefly 
in  Regina  and  Saskatoon.  Any  increase  remains,  therefore,  as  it 
has  been  since  1916,  optional  with  the  municipalities.  The  authori- 
ties responsible  for  the  financial  administration  of  the  cities  and 
towns  for  the  most  part  favour  a  return,  either  by  one  leap,  or  more 
generally  by  annual  increments  of  15  per  cent,  of  the  "fair  actual, 
value,"  to  the  taxation  of  improvements  on  an  assesment  of  60 
per  cent,  of  their  value.  Commissioner  C.  J.  Yorath,  of  Saskatoon, 
for  example,  favours  increasing  taxation  of  improvements  but 

♦Department   of   Municipal   Affairs,   Annual   Report,    1916-17,    p.    6. 
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considers  an  increase  in  the  assessment  from  15  per  cent,  to  60 
per  cent,  at  one  jump  too  drastic*  Only  vested  interests  bar  the 
way  to  an  increase.  The  claim  to  consideration  on  the  part  of  the 
resident  owner  of  a  large  business  block  is  less  easily  ignored  than 
that  of  the  owner  of  unimproved  property  who  is  not  infrequently 
an  absentee.  But  the  notion  that  the  stranger  can  be  made  to  pay 
our  taxes  is  surely  in  the  long  run  as  much  a  delusion  and  a  snare 
in  the  fiscal  policy  of  the  municipality  as  it  unquestionably  is  in 
that  of  the  nation. 

Business  Tax. 

The  method  of  taxing  business  in  the  cities  and  towns  of  Sas- 
katchewan is  based  on  floor  space  measurement  with  classification 
of  businesses.  It  is  the  method  which  was  adopted  in  1904  by  the 
City  of  Edmonton  where  it  was  in  operation  for  a  number  of  years 
till  "single  tax"  ideas  prevailed.  The  merits  of  the  Edmonton 
business  tax  in  comparison  with  the  old  property  tax  were  such 
that  it  was  widely  imitated  throughout  the  West.  In  1906,  the 
cities  of  Regina  and  Saskatoon  secured  acts  of  the  provincial 
legislature  abolishing  for  these  cities  the  personal  property  tax 
and  substituting  a  system  based  on  the  assessment,  not  only  of 
lands  including  improvements,  but  of  businesses,  incomes  and 
special  franchises.  In  1907  the  Saskatchewan  Municipal  com- 
mission recommended  the  extention  of  this  system  to  all  the 
cities  and  towns  of  the  province  and  this  was  provided  for  in  the 
legislation  of  1908-09.  The  new  business  assessment  came  into 
general  operation  in  1909. 

Under  this  system  the  assessor  fixes  a  rate  per  square  foot  of 
the  floor  space  occupied.  As  far  as  practicable,  he  classifies  the 
various  businesses  and  fixes  a  different  rate  for  each  class.  The 
maximum  assessment  rate  allowed  by  law  is  in  cities  $8.00,  and  in 
towns  $10.00  per  square  foot,  save  in  the  case  of  banks,  loan  com- 
panies, or  other  financial  institutions,  for  which  the  limit  is  in  both 
cities  and  towns  $15.00  per  square  foot.  Where,  however,  the 
business  is  carried  on  either  wholly  or  partially  outside  any  build- 
ing, the  maximum  rate  per  square  foot  of  yard  space  so  used  is 
$4.00. 

The  amount  to  be  raised  by  taxation  in  any  given  city  or  town 
having  been  determined,  a  uniform  tax  rate  is  levied  on  all  classes 
of  business  and  real  property. 

This  system  was  so  obviously  an  improvement  on  the  personal 
property  tax  that  it  for  a  time  met  with  general  approval.  But 
experience  has  revealed  some  rather  serious  blemishes  from  the 
standpoints  alike  of  the  taxpayers  and  of  the  municipal  adminis- 
trator.   The  adjustment  of  the  different  assessment  rates,  is  of 

•Western   Municipal   News,   Aug.,    1919,   p.   249. 
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necessity  a  purely  arbitrary  process,  bearing  no  clearly  defined  re- 
lation to  the  net  profits  of  the  business.  The  tax  falls  alike  on  the 
prosperous  and  the  struggling  or  decaying  business,  so  far  as  they 
belong  to  the  same  class  and  occupy  the  same  floor  space,  and  thus 
ignores  entirely  the  principle  of  faculty  or  ability  to  pay.  It  also 
works  inequitably  as  between  businesses  in  the  centre  of  the  city 
and  in  the  outskirts.  As  for  the  attainment  of  anything  ap- 
proaching equity  in  the  differentiation  between  classes,  that  is 
clearly  a  task  "for  the  proper  performance  of  which  no  human 
wisdom  or  knowledge  could  ever  be  sufficient." 

Further,  as  each  city  or  town  has-  its  own'  local  business  as- 
sessment schedule,  there  naturally  results  (apart  from  inequality 
in  the  tax  rates,  which  is  reasonable  and  inevitable)  great  inequality 
in  the  assessment  of  the  same  type  of  business  in  different  places. 
It  is  said  that  the  tendency  in  some  cases  has  been  to  seek  to  at- 
tract business  by  a  low  assessment,  thus  seriously  lessening  the 
productiveness  of  the  tax.  Floor  space  measurement  and  similar 
devices  are  after  all  simply  adopted  as  external  indicia  of  net  profits 
as  the  measure  of  fiscal  obligation,  and  consideration  of  the  dif- 
ficulties above  mentioned  suggests  the  expediency  of  abandoning 
such  imperfect  signs  and  levying  the  business  tax  directly  on  the 
net  profits  of  business. 

Income  Tax 

Of  the  urban  municipalities  of  Saskatchewan,  only  the  three 
chief  cities — Regina,  Saskatoon,  and  Moose  Jaw — seem  to  have 
availed  themselves  of  the  opportunity  under  the  law  to  levy  a  di- 
rect tax  on  income,  and  even  there,  the  revenue  from  this  source  is 
absolutely  negligible.  No  adequate  machinery  has  been  provided 
by  law  for  the  assessment  and  collection  of  the  tax;  and  further, 
its  worth  as  a  revenue  producer  would  be  in  any  case  greatly  lessen- 
ed by  the  provisions  of  the  City  Act,  whereby  (1)  those  assessed 
and  taxed  in  respect  of  land  and  buildings  are  permitted  to  set  off 
this  tax  against  their  income  tax ;  (2)  no  person  assessed  in  respect 
of  any  business  or  special  franchise  is  assessed  in  respect  of  the 
income  derived  therefrom.  Thus  the  income  tax  is  practically  re- 
duced to  a  tax  on  salaries,  and  it  is  impossible  to  resist  the  conclu- 
sion of  Commissioner  Thornton,  of  Regina:  "The  personal  Income 
Tax  must  be  made  more  productive  or  should  be  dropped  altogether. 
In  its  present  working  it  is  practically  a  farce."  In  January,  1919, 
the  former  exemption  limit  of  $1,000  was  raised  to  $1,500  in  the  case 
of  married  people. 

In  no  case,  however,  is  a  city  income  tax  standing  alone  likely 
to  be  in  its  practical  operation  either  equitable  or  productive.  The 
basis  of  income,  under  modern  conditions,  is  not  local,  and  it  fol- 
lows that  an  income  tax  has  more  chance  of  success  in  proportion 
as  its  basis  is  widened,  and  administrative  control  centralized.  A 
considerable  proportion  of  the  local  tax  burden  is  to  meet  expendi- 
ture of  a  general  character  and  often  beyond  the  control  of  the 
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municipal  authorities.  It  follows  that  the  possessors  of  income 
should  be  made  to  bear  a  fair  share  of  this  burden.  There  are 
two  ways  in  which  this  end  may  be  attained:  (1)  The  province 
might  levy  an  Income  Tax  at  a  uniform  rate  throughout  the  pro- 
vince, or  at  least  throughout  its  urban  areas,  handing  over  the  pro- 
ceeds, less  cost  of  collection,  to  the  municipal  authorities,  as  has 
been  done  with  conspicious  success  in  the  State  of  Wisconsin.  (2) 
It  might  impose  a  provincial  Income  Tax  for  provincial  purposes, 
relieving  at  the  same  time  the  municipalities  of  a  considerable  pro- 
portion of  the  burdens  of  a  general  character. 

Poll  Tax 

This  is  a  tax  of  $2.00  in  towns  and  $3.00  in  cities  on  male  per- 
sons of  the  age  of  twenty-one  years  or  upwards,  who  have  been 
resident  in  the  place  for  at  least  three  months  prior  to  October  31st, 
and  also  are  not  otherwise  taxed.  Its  enforcement  in  any  year  is 
at  the  discretion  of  the  council,  and  full  advantage  is  not  taken  of 
the  right  to  collect  it. 

It  is  approved  by  some  on  the  ground  that  it  compels  those 
who  pay  no  taxes  on  property  to  contribute  something  towards 
municipal  revenue.  But  it  is  a  survival  from  a  by-gone  economic 
age,  and  it  should  be  abolished. 

Special  Franchises 

Municipal  ownership  of  public  utilities  prevails  in  the  Sas- 
katchewan cities  to  such  an  extent  as  to  render  the  revenue  from 
special  franchises  non-existent  or  negligible.  Telephones,  electric 
light  and  power,  and,  with  an  exception  in  the  case  of  Moose  Jaw, 
street  railways  also  are  in  the  hands  of  the  cities.  In  Moose  Jaw 
the  street  railway  has  long  been  in  arrears  with  its  taxes,  and  re- 
cently the  City  cancelled  all  debts  and  taxes  due  by  it  and  granted 
it  freedom  from  further  taxation. 

The  following  table  based  on  Professor  Murray  Haig's  report, 
showing  the  percentage  of  the  levies  from  different  sources  in  the 
seven  Saskatchewan  cities,  was  submitted  by  Commissioner  Mackie, 
of  Moose  Jaw,  in  an  address  on  Taxation  at  the  Union  of  Saskatche- 
wan Municipalities'  Annual  Convention  in  June,  1919.  Where  a 
business  license  is  imposed,  it  has  been  added  to  the  business  tax : 

PERCENTAGE     OF     TAX     LEVIES     FROM     VARIOUS 
SOURCES    IN    THE    CITIES    NAMED,    YEAR    1917. 


Prince 

North 

Swift 

Begina    Saskatoon 

Moose  Jaw 

Albert 

Battleford 

Current 

Weyburn 

80.1 

86.2 

73.4 

92.8 

92.0 

92.0 

87.9 

Improvements 

12.6 

9.6 

20.6 

5.7 

8.0 

3.6 

7.4 

Business    ..    .. 

6.6 

3.8 

5.7 

1.5 

4.4 

4.7 

0.7 

0.4 

0.3 

100.0     100.0     100.0     100.0     100.0     100.0     100.0 
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NOTE — All  land  is  assessed  at  100  per  cent;  improvements  assessed  at,  in 
Regina  30  per  cent,  Saskatoon  25  per  cent;  Moose  Jaw  45  per  cent,  Prince 
Albert  15  per  cent,  North  Battlesford  30  per  cent,  Swift  Current  15  per  cent, 
Weyburn  30  per  cent. 

It  will  be  seen  that  in  1917  the  percentage  of  the  total  taxa- 
tion imposed  on  real  property  was  least  in  the  case  of  Regina  with 
92.7,  and  greatest  in  North  Battleford  with  100 ;  while,  taking  land 
only,  the  percentage  of  the  total  tax  burden  imposed  on  it  was 
lowest  in  Moose  Jaw  and  highest  in  Prince  Albert. 

The  following  statement,  the  data  for  which  have  been  kindly 
supplied  by  Mr.  R.  J.  Westgate,  city  assessor,  shows  the  present 
distribution  of  taxation  in  the  City  of  Regina: — 

CITY  OF  REGINA 
Assessment  and  Tax  Levy  for  1919 

In  Regina  the  total  taxable  assessment  for  the  year  1919 
is  $41,422,390,  of  which  $36,826,110,  or  88.9  per  cent  represents 
real  property,  the  balance  of  11.1  per  cent  being  business  and  in- 
come. 

The  tax  rates  for  general  and  school  purposes  on  real  pro- 
perty and  business  are  as  follows: — 

Full  Rate:   (a),  Public  School,  33.5  mills;   (b),  Separate  School, 
39.8  mills. 

Annex  Rate:  (a),  Public  School,  29.05  mills;  (b),  Separate  School, 
34.85  mills.    Income  Rate,  30  mills. 

The  total  tax  levy  for  general  and  school  purposes  is  as  fol- 
lows : — 

Land  and  buildings  $1,224,686.51  =  88.86  per  cent. 

Business    138,740.55  -  10.07  per  cent. 

Income  14,823.10  =     1.07  per  cent. 

$1,378,250.16  -  100.00  per  cent. 
Provincial  Government  Revenue 

Tax,  2  mills  62,247.48 

Special  Assessments   (pavement, 

sidewalk,  sewer,  and  water)        190,482.48 
Licenses,  poll  tax,  etc. 18,929.19 

$1,649,909.31 
Estimated  population,  40,000. 
Realty  tax  burden  per  capita,  $30.62. 

Total  tax  (including  special  assessments,  licenses,  etc.),  per 
capita,  $41.25. 
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The  following  tables  from  the  latest  Annual  Report  of  the  De- 
partment of  Municipal  Affairs  show  the  population,  assessment 
municipal  taxes  and  debenture  debt  of  the  different  towns  and  cities 
in  Saskatchewan  on  April  30,  1919. 

Statistics  Respecting  Towns  of  Saskatchewan,  1918-19 


Name  Popu- 

lation 

Alameda   400 

Alsask  600 

Areola  850 

Assiniboia  850 

Asquith  350 

Balgonie   250 

Battleford  1100 

Biggar  1500 

Bredenbury 300 

Broadview  1000 

Cabri   650 

Canora  1200 

Carlyle  500 

Carnduff   550 

Caron  300 

Craik  575 

Davidson 650 

Delisle  375 

Duck    Lake    600 

Estevan  2500 

Fleming   300 

Francis  350 

Govan   600 

Gravelbourg   1200 

Grenfell    800 

Gull  Lake  1000 

Hanley  400 

Herbert  1000 

Humboldt  

Indian  Head  1500 

Kamsack   1600 

Kerrobert  1000 

Kindersley  1000 

Langham  400 

Lanigan    ....    400 

Leader  1200 

Lemberg   435 

Lloydminster  700 

Lumsden   675 

Macklin    450 

Maple  Creek  1500 

Melfort  1150 

Melville  2600 

Milestone  500 

Moosomin  1250 

Morse  900 

Mortlach   ....  600 

Nokomis   600 

Ogema  500 

Outlook  900 

Oxbow  721 


Rate  for 

Assessment  Municipal        Debenture 

Purposes  Debt 

$  267,925  7%                             

367,166  18  $10,479.45 

617,938  19%  79,916.64 

1,005,425  20  81,922.57 

237,499  18  11,211.66 

140,734  13  8,320.00 

1,173,551  34  487,953.12 

931,853  17  84,648.26 

414,760  10  2,500.00 

562,185  18  30,520.04 

572,496  18  9,410.00 

1,146,460  23  150,822.52 

298,245  36  57,792.31 

375,949  8  11,765.00 

180,713  10  1,167.28 

367,603  20  27,823.93 

532,154  29  60,423.90 

357,809  10  10,654.47 

298,352  14  14,655.00 

2,516,526  33  494,614.04 

209,262  2             

270,698  12.  6  22,921.64 

444,384  22%  26,589.07 

818,585  7             

389,671  16  23,965.04 

534,695  17  10,384.16 

5,015  17  14,405.73 

812,485  14  22,479.47 

1,592,290  40  446,153.98 

974,551  30  241,718.63 

1,311.075  19  192,793.22 

1,257,760  18  113,500.29 

1,010,572  29  167,417.70 

285,466  22  15,525.00 

287,685  17  6,280.00 

395,355  12  14,471.42 

278,008  10  5,219.50 

632,374  17  16,409.85 

447,254  13  3-5  13,122.15 

284,040  14  6,968.69 

1,569,140  14  108,966.86 

1,659,639  23  191,714.08 

2,810,717  25  355,816.98 

401,697  10  6,724.33 

906,461  18.5  68,070.20 

4.93,621  19  17,191.90 

448,327  7  10,887.27 

470,084  11%  31,441.65 

205,205  18  9,571.80 

870.947  20  91,622.78 

459,601  18%  26,112.34 
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Name  Popu- 
lation 

Qu'Appelle  750 

Radville  700 

Radisson  600 

Rosetown  1150 

Rosthern  1300 

Rouleau  750 

Salcoats  500 

Scott  250 

Shaunavon  1500 

Sintaluta   400 

Strasbourg  650 

Sutherland 925 

Vonda  450 

Wadena    700 

Wapella 500 

Watrous   800 

Watson  300 

Whitewood  500 

Wilkle  1000 

Wolseley  1050 

Wynyard   800 

Yellow  Grass  500 

Yorkton  4400 

Zealandia  425 


Rate  for 

Assessment 

Municipal 

Debenture 

■°urDoses 

Debt 

489,485 

11 

19,371.33 

377,556 

10 

13,459.51 

354,644 

13 

12,245.62 

673,833 

21 

30,900.36 

937,372 

15 

56,647.02 

464,811 

26 

73,953.40 

389,859 

19 

32,544.57 

312,536 

9 

136,226.02 

1,368,095 

22 

19,519.79 

187,807 

5.5 

2,925.00 

488,145 

14  310 

20,066.53 

934,865     . 

25  210 

237,013.71 

283,772 

12 

7,777,50 

507,999 

19 

31,559.92 

299,919 

13% 

7,697.33 

1,420,608 

20 

283,546.12 

205,035 

15 

1,509.89 

322,019 

12 

15,226.60 

1,224,467 

15.6 

98,716.12 

629,521 

20  910 

41,367.88 

485,515 

12 

12,508.65 

329,800 

25 

29,686.30 

4,845,744 

17.58 

694,624.76 

254,575 

10 

6,535.26 

Statistics  Respecting  Cities  of  Saskatchewan — 1918-19 


Estimated 

Name 

Population 

Census 

Assess- 

Municipal 

Debentures 

1918 

1916 

ment 

Taxes 

Moose   Jaw   

....      20,500 

16,934 

$24,459,930 

$     504,041.57 

$    5,057,146.74 

North    Battleford 

4,500 

3,145 

7,006,295 

215,589,56 

1,099,469.63 

Prince    Albert    .... 

6,000 

6,436 

7,024,726 

328,978.18 

3,028,900.15 

Regina    

....      40,000 

26,127 

42,704,965 

1,454,484.83 

10,857,887.07 

Saskatoon 

....      25,000 

21,048 

30,029,393 

1,041,132.77 

8,543,143.46 

Swift    Current    .... 

5,000 

3,181 

6,818,122 

170,453.05 

1,242,385.31 

Weyburn  

4,000 

3,050 

5,652,138 

115,423.15 

846.195.45 
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CONCLUSION 


A  survey  of  the  provincial  and  municipal  revenue  systems  of 
Western  Canada  leads  inevitably  to  the  following  conclusions:  (1) 
That  there  is  urgent  need  for  a  reconsideration  of  the  principles 
governing  the  relations  between  the  tax  systems  of  the  province 
and  the  municipality.  Under  the  present  system  the  municipali- 
ties have  to  face  a  steady  increase  in  the  number  and  expensiveness 
of  the  functions  for  the  performance  of  which  they  are  responsible, 
functions  often  of  general  rather  than  strictly  local  benefit,  while 
at  the  same  time  the  provinces  are  encroaching  in  an  ominous  man- 
ner on  the  field  of  taxation  formerly  reserved  by  tacit  consent  for 
the  exclusive  use  of  the  municipalities.  (2)  That  a  comprehensive 
scheme  is  required  for  broadening  the  basis  of  municipal  taxation 
so  as  to  distribute  the  burden  more  widely  over  the  different 
classes  of  the  community,  with  due  regard  to  the  generally  accept- 
ed principles  of  ability  to  pay  and  benefit  received. 

Under  the  present  system,  the  burden  of  local  taxation  in  the 
urban  municipalities  is  concentrated  to  a  dangerous  degree  on  the 
owners  of  real  estate,  and  in  particular  falls  with  crushing  weight 
on  the  owners  of  vacant  land. 

Unimproved  land  in  the  urban  municipalities  of  Western  Canada 
has  been  for  years,  in  most  cases,  a  burdensome  liability,  or  an  asset 
disappearing  under  a  process  of  gradual  but  generally  rapid  con- 
fiscation in  the  guise  of  taxation.  The  system  prevailing  on  this 
continent  whereby  real  property  is  assessed  for  taxation  on  its 
capital  value,  instead  of — as  in  Great  Britain — on  the  annual  yield 
or  rent,  appears  to  have  the  approval  of  the  majority  of  American 
economists.  But  in  that  approval  the  present  writer  centainly  can- 
not concur.  It  is  no  doubt  true  that,  in  general,  taxation  of  pro- 
perty is  merely  a  form  of  assessment,  the  payment  being  actually 
met  out  of  income.  But  the  tax  is  not  always  proportional  to  in- 
come; and  in  the  case  of  undeveloped  or  imperfectly  developed 
urban  building  sites  it  is  clear  that  a  tax  on  capital  value  is  a  tax 
on  something  out  of  all  proportion  to  the  annual  value. 

It  is  of  course  claimed  that  this  is  one  of  the  chief  merits  of 
the  system,  that  it  strikes  that  unearned-increment-eating  para- 
site, the  speculator  who  is  holding  the  land  out  of  use  and  thriving 
by  the  industry  of  others.  But  even  if  speculation  in  land  were  the 
unmixed  evil  it  is  popularly  supposed  to  be,  it  cannot  be  prevented 
by  an  annual  tax  on  land  value  that  falls  short  of  confiscation ;  for 
the  purchaser,  once  the  tax  is  imposed  ,will  secure  the  land  for  a 
price  less  than  it  otherwise  would  be  by  the  amount  of  the  capital- 
ized value  of  the  tax  and  of  any  expected  rise  therein,  and  has  thus 
a  good  speculative  investment.     Nor  is  an  annual  tax  on  capital 
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value  a  reliable  and  effective  way  of  securing  for  the  municipality 
a  share  in  the  unearned  increment  if  any ;  for  the  present  holder, 
in  the  price  he  paid  for  the  land,  has  in  most  cases  been  compelled 
by  competition  to  include  the  discounted  value  of  any  expected  rise 
in  value.  And  that  such  expectations  tend  to  be  overvalued  by 
every  man  who,  in  Adam  Smith's  phrase,  "is  in  tolerable  health  and 
spirits"  is  a  truth  that  has  surely  found  only  too  abundant  illus- 
tration in  Western  Canada.  Thus  the  increment  in  value,  if  and 
when  it  comes,  is  not  to  the  present  owner  unearned.  Whether  the 
unearned  increment  in  land  values  should  be  taxed  while  other 
unearned  increments  are  exempt  is  matter  for  deliberation.  If  so, 
it  can  be  more  effectively  done  when  the  land  changes  hands,  under 
a  system  in  which  the  ordinary  taxation  of  land  is  based  on  the 
annual  income  therefrom.  Income  is  a  fairer  measure  than  pro- 
perty of  the  ability  or  faculty  of  the  taxpayer.  It  should  be  ob- 
served, however,  that  it  by  no  means  follows  that  income  from  real 
property  should  be  taxed,  for  local  purposes,  only  at  the  same  rate 
as  other  species  of  revenue;  for  the  owners  of  real  property  are 
in  a  special  degree  the  beneficiaries  of  local  expenditure,  and  in 
local  taxation  the  principle  of  benefit  received  cannot  be  ignored. 

The  substitution  of  annual  rental  value  for  capital  value,  as  the 
basis  of  assessment  for  the  real  property  tax,  is  no  doubt  impractic- 
able while  the  urban  municipalities  of  Western  Canada  are  burdened 
to  the  extent  they  at  present  are  with  debenture  debt,  borrowed  on 
the  security  of  tax  revenues  largely  derived  from  unimproved  pro- 
perty. But  it  is  none  the  less  an  essential  step  towards  a  really 
sound  system  of  municipal  taxation — an  ideal  to  be  aimed  at,  the 
attainment  of  which  may  be  not  so  distant  as  it  at  present  seems. 

The  system  of  taxing  real  property  on  its  capital  value,  is, 
at  its  best,  too  apt  to  result  in  unintentional  inequities,  especially 
in  the  taxation  of  unimproved  land;  and  at  it  worst,  in  the  hands 
of  ignorant  or  unscrupulous  faddists,  it  is  too  easily  made  the  in- 
strument of  a  policy  which  subordinates  the  elementary  principles 
of  equity  and  sound  finance  to  the  pursuit  of  some  popularly  desired 
social  end,  and  which,  in  times  of  financial  need  especially,  is 
fraught  with  the  gravest  injustice  to  a  defenceless  minority. 

But  no  community,  whether  the  nation,  the  province  or  the 
municipality,  can  sanction  a  system  of  taxation  which  violates  the 
rules  of  elementary  honesty  and  fair  dealing,  without  in  the  long 
run  paying  a  heavy  price  for  its  transgression.  Gross  inequity 
inevitably  lessens  or  destroys  the  productiveness  of  a  tax.  Wit- 
ness the  "tax  delinquency"  of  Western  Canada  and  the  accumula- 
tion of  arrears  of  taxes.  The  same  considerations  that  make  it  in 
the  interest  of  a  municipality  to  keep  faith  with  its  debenture  hold- 
ers make  it  also,  in  the  long  run  if  not  so  immediately,  in  its  interest 
to  observe  as  far  as  possible  the  principle  of  equity  in  the  treatment 
of  its  taxpayers.  Here  again  good  morality  is  ultimately  good  eco- 
nomy. 
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